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PEEFACE. 


The present work piofesses to treat of banking as an art. Art 
IS tbe application of knowledge to a piactical end.”^ The 
practical end of banking, as of all other trades and professions, 
IS to get money. This book treats of the means by which that 
end is obtained — ^points out the rules to be followed, and the 
errors to be avoided — shows how these rules are applied by 
various banking institutions, and m different districts of the 
United Kingdom — exhibits the qualifications necessary to the 
party by whom these rules are admimstered — and describes 
those moral virtues which are as indispensable as piofessional 
knowledge to the attainment of success. 

It may be supposed, that in discussing the “ effects of the 
Act of 1844,” and “the Laws of the Currency,” I have 
wandered beyond the limits of practical banking. But these 
matters are viewed only in their practical results. The 
principles of banking are deductions from facts. The science 
of banking is a collection of these principles. It is of import- 
ance to have a correct notion of the nature of this science. In 
the physical sciences, as in chemistry and electricity, we often 
discover a principle, and then apply it to a practical end. But 
in banking, and in political economy, generally, we first 
collect our facts, and then ascend from facts to principles. 
Hence, books in which are described the practical operations 
* Sir John Herschel 
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of banking, and tbe actual results of legislative enactments, 
furnish the materials which enable us to arrive at sound 
piinciples. 

There are several classes of persons to whom I think this 
book may be more particularly useful. 

The first class includes those public men who have occasion 
to write or to speak upon our banking institutions. States- 
men, authors, and reviewers, however correct may be their 
knowledge of banking as a science, often fall into mistakes 
when they attempt to describe its practical operations. Al- 
though it must be admitted that the principles of banking 
may be well understood without any acquaintance with 
details, yet it is equally true that if a public man have 
acquired a competent degree of practical information, his 
opinions will cany greater weight, and he will be less liable 
to fall into erroneous conclusions. They, especially, who are 
desirous of altering the constitution of our banking estabhsh- 
mentSj should be anxious not to weaken the force of their 
recommendations by making misstatements as to matters of 
fact. The pubhc have a right to expect that they who 
attempt to improve a system should be well acquainted with 
the system they attempt to improve. 

The second class are those who are practically engaged in 
banking operations. Those directors of our joint-stock banks, 
who may have been appomted chiefly on account of their high 
character and local influence, may derive from this work some 
practical mformation, which will assist them in the discharge 
of their ofScial duties. Toung men too, who occupy subor- 
dinate stations in our banking estabhshments, may here 
acquire those enlarged views ihat will qualify them for liigher 
appomtments One object of the work is to aid the formation 
of good practical bankers. Even to expenenced bankers, 
books on banking are useful, not only from the information 
they impait, but fiom the impressions they produce, and the 
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recollections they awaken. In banking, as in morals, we 
often go astray, more from want of firmness than from want 
of knowledge. We have all need to be reminded of the 
importance of a steady adherence to sonnd principles. And 
the more frequently the right path is pointed out to us, the 
less likely are we to wander into those which are forbidden. 

The shareholders in jomt-stock banks are a class to whom 
the subject must be of the deepest interest. Upon the wise 
administration of their respective banks will depend the 
amount of their dividends, and the safety of their capital. 
This book professes to show in what way this wise administra- 
tion may be secured. Shareholders may here learn how to 
judge of the conduct of their directors, and (what is of no less 
importance) how to regulate their own. 

To all persons who " keep bankers ” it must be useful to 
know by what rules bankers manage their business. They 
wiU thus be able to conduct them account so as to give satis- 
faction to their banker. And they will be able to judge how 
far he may be disposed to grant them such assistance as they 
may occasionally require. A large number of persons, 
especially in London, have not yet discovered the advantage 
of keeping a banker. They imagine that banks are merely 
places in which the opulent deposit their superfluous riches. 
The perusal of this work will be sufficient to show that the 
advantages of banking are not confined to the wealthy. 

I do not know that I can promise much amusement, except 
to those who find amusement in the pursuit of knowledge. 
Bankmg is considered a dry subject So are all subjects until 
they are understood. I thmk I may say, that neither in the 
matter nor in the style will my readers find anything here 
which they cannot understand. They who wish only for such 
a general acquaintance with banking as in the present day 
every man of education is expected to possess, may read the 
first volume, omitting the third, fifth, twelfth, thirteenth, and 
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fourteenth sections. They may then consult their own taste 
as to whether they will read any other poitions of the work. 
Should they do no more than this, they will obtain as much 
knowledge of practical banking as they will probably require 
for the purposes of general society, even in the company of 
bankers. 

This book is designed to be useful to the public at large, by 
circulating that kind of mformation which, as it becomes more 
widely diffused, will tend to prevent a recurrence of those 
evils that have in too many instances resulted from the bad 
administration of some of our banking institutions. To give 
useful information to the public has been the aim of this and 
of all my other works. 

j. w. a. 
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James William ijriLBAET, though of Cornish descent, was 
born ill London, March 21, 1794. The name of Gilbart is 
said to be peculiar to Cornwall ; Gilbert is common to several 
other counties. 

In the year 1813, when nineteen, years of age, he entered, 
as junior clerk, a London bank, there remaining until the 
pamc of December, 1825, when that establishment, and 
several others, were compelled to stop payment— the bank 
in which Mr Gilbart had been engaged, paying all their 
creditors in full with interest a few months afterwards, 
though it did not resume business He was for several years 
during this period a member of a debating society called the 
Athenian,” of which the Eight Hon. M. T. Baines, Edward 
Baines, Esq., M.P., Edwin Chadwick, Esq, C.B., Baron 
Channell, and several gentlemen now at the Bar, were also 
members He was subsequently a member of the “ Union 
Society” — a debating club formed in 1825, by Mr. John 
Stuart Mill, and of which Lord Macaulay was a member. 
About this time Mr. Gilbart assisted in the formation of the 
City of London Literary and Scientific Institution, the first 
of the kind designed for the education of the middle classes, 
and in furtherance of the views entertained by him becoming 
a liberal contributor to the popular periodicals issued at a 
price within the reach of all. 

Consequent upon the stoppage of the bank alluded to, 
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Mr. Gilbart accepted tbe place of cashier to a large firm in 
Birmingham; but the occupation being distasteful to him, 
he resigned it. 

In the beginning of 1827 he returned to London, and 
pubhshed his first book on Banking — ^ A Practical Tre^ se 
on Banking ; contammg an Account of the London and 
Country Banks, a view of the J oint-stock Banks of Scotland 
and Ireland, with a Summary of the Evidence delivered before 
the Parliamentary Committees, relative to the Suppression of 
Notes under Five Pounds in those Countries.’ A few months 
after the publication of this woik, Mr. Gilbart was appointed 
Manager of the Provincial Bank of Ireland, and opened a 
branch at Kilkenny. 

In 1829 he was promoted to the managership of a larger 
branch at Waterford. 

As at Kilkenny, Mr. Gilbart there published in the local 
papers various articles on Banking, with the object of circu- 
lating a coriect knowledge of the system introduced, and 
associating himself with several gentlemen of influence, he 
established the Waterford Literary and Scientiflc Institution, 
on the plan of the Institution in the City of London, already 
referred to ; besides which he found time to give a series of 
lectures on subjects so varied and extensive, that those who 
knew how industriously and indefatigably he applied himself 
to his daily duties, were at a loss to imagine how he could 
find opportunities to acquire such knowledge. He delivered 
ten lectures during the fiist session of the society. Of these, 
five were upon ‘‘Ancient Commerce,” comprising the com- 
merce of Egypt, Greece, Kome,Tyre, and Caithage, and that of 
the ancients with the East Indies. The subjects of the remain- 
ing five were, “ The Philosophy of Language,” “ The Means 
of Preserving the Sight,” “The Agriculture of the West of 
England,” “Scientific Terms,” and “ The Commerce of Water- 
ford.” While he was thus engaged, his professional labours 
were signally successful, and his reputation for prudence, in- 
telligence, and abihty becoming known in London, he received 
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an invitation which induced him to leave Ireland, and settle 
in the metropolis. It. was in 1833 that a Committee was 
formed for the establishment of the fiist Joint-stock bank in 
London. Almost the first consideration of the Committee was 
to seek an efficient manager. Without having any personal 
knowledge whatever of Mr Gilbart, and guided entnely by 
his reputation in Ireland, in union probably with that derived 
from his writings, they made him an offer to become their 
manager. Having received another invitation from a similar 
establishment then in the course of formation, Mr. Gilbart came 
to London, and, after an interview with both parties, engaged 
with the London and Westminster Bank, on the 10th of 
October, 1833 — signing the first letters of allotment of shares 
on the following day. Mr. Gilbart’s antecedents weie well 
calculated to qualify him for this appointment. He had been 
thiiteen years in a London bank, by which he had acquired 
a perfect knowledge of banking, bemg, moreover, favourably 
known as an author on the subject ; besides which he had for 
SIX years and a half fulfilled the onerous duties of manager 
in a Joint-stock bank — a young establishment which had to 
contend against popular ignorance and a chartered rival 
—which two opponents, a new bank in London, founded 
on similar principles, would probably have to encounter. 
The London and Westminster Bank was opened March 10, 
1834. 

As the General Manager from the commencement of the 
bank, Mr Gilbart had to withstand the violent opposition of 
interested and influential bodies, which met its rise and 
early progress. He had to conquer the apathy and distiust 
of the public, and to contend against law proceedings, injunc- 
tions, adverse bills in parliament, and other formidable dif- 
ficulties. All were successfully overcome, and at length 
he had the satisfaction of seeing the bank to a remarkable 
extent prosper. Year by year it increased in importance, 
until it became one of the largest and richest Joint-stock 
banks in the kingdom. An excellently-written history of the 
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undertakuig was produced by Mr. Gilbart m 1847, whicb was 
printed for private circulation. 

About two years after tbe opening of the bank, a spirit; of 
general speculation arose winch, became directed towards the 
establishment of Joint-stock banks throughout the country. 
It being thought that some of these new banks might appoint 
the London and Westminster Bank to be their agent, Mr 
Gilbart assisted in the formation of several. 

To secure the right to attend their meetings, he took shares, 
and urged upon all the shareholders and directors the advan- 
tage of connecting their business relations m London with 
London Joint-stock banks. The London and Westminster 
Bank thus obtained a large and valuable country connexion. 

In this year the directors, under the advice of Mr. Gilbart, 
opened several branches in London. 

In June, 1837, Mr. Gilbart was examined as a witness 
before the Committee of the House of Commons upon Joint- 
stock banlrs. 

This Committee was appointed “ to inquire into the opera- 
tion of the Acts permitting the establishment of Jomt-stock 
banks in England and Heland, under certain restrictions, 
and the expediency of making any amendment in the pro- 
visions of those Acts.” The Committee had made a hostile 
report in 1836, but this session they resolved only to report 
evidence. In the course of the same year the Bank of 
England obtained an mjunction against the London and 
Westminster, prohibitmg their accepting any bills drawn at 
less than six months after date. It was supposed that this 
decision would be fatal to the connexion of the country 
banks, but it was not so. When in Ireland, Mr. Gilbart had 
seen bills diawn by the Bank of Ireland upon the Bank of 
England, without acceptance,” and it occurred to him that 
the country establishments might draw upon the London and 
Westminster Bank m the same manner. With the sanction 
of his directors, he visited all the country banks, and made 
the suggestion. It was universally adopted, and conse- 
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quently the London and Westminster Bank lost none of its 
connexions. 

The ^‘Association of Joint-stock Banks ” was formed in the 
latter part o f 1838^ and all snch^stahlishments in England, 
Wales, and Ii eland, weie invited to attend a public meeting 
in London. This meeting appointed from their number a 
Committee “ to communicate with the Government, and to 
promote the passing of such laws as might be beneficial to 
Joint-stock banks,” H 

This Committee was styled “ The Committee of Deputies,” 
and those membeis who resided in London were authorized 
to act, m ordinary matters, on behalf of the whole Committee. 
Mr. P. M. Stewart, M.P., a Director of the London and 
Westminster Bank, was Chairman ; Mr. Oliver Vile, the 
Manager of the London and Westminster Bank, was the 
Honorary Secretary, and the circulars to the banks and the 
correspondence were written chiefly by Mr Gilbarl. 

The Chancellor of the Exchequer at that time was Mr. 
Sprmg Eice (now Lord Monteagle), who had been a Director 
of the Provincial Bank of Ireland durmg the time that Mr. 
Gilbart was Manager, and the Government being thus readily 
accessible on bankmg questions, several impoitant improve- 
ments in the laws respecting Joint-stock banks were passed 
on the suggestion of the Chancellor of the Exchequer. In 
consequence of the pressure of 1839, a Select Committee of 
the House of Commons was appointed in IS-iO, To inquire 
into the effects produced on the chculation of the country by 
the various Banking establishments issuing notes payable on 
demand.” Mr. Vincent Stuckey, of Bristol, and Mr. Gilbart, 
represented, by request, the English Joint-stock banks, and 
received the thanks of those companies for the manner in 
which they had given their evidence. 

In 1844, Sir Eobert Peel passed his Bill, renewing the 
Charter of the Bank of England, and regulating other banks ; 
by this enactment, the London and Westminster, and other 
similar banks, acquired the power of suing and being sued 
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by tbeir public officer, and to accept bills at less than six 
months after date. 

Another pressure on the money market occurred in 1847, 
when both houses appointed a Committee of Inquiry, the chief 
question being — “Whether the pressure of 1847 was pro- 
duced in whole or m part by the Act of 1844 ?” To this Mr. 
Gilbart gave an answer in the fifth edition of his ‘ Practical 
Treatise ’ published m 1849, a work dedicated to the then 
Chancellor of the Excheqi|pr, a sixth edition following m 
1859. 

A prize of lOOZ. was offered by Mr. Gilbart m January, 
1851, for the best essay “On the Adaptation of Eecent 
Inventions collected at the Great Exhibition of 1851, to the 
pm’poses of Practical Banking ” The iirize was gained by 
Mr. Granville Sharp, of Norwich In 1854, the object for 
which Mr. Gilbart had frequently contended, viz., the admis- 
sion of the Joint-stock banks into the clearing-house, was 
attained. In 1859, he published his “'Logic of Banking.’ 

In the course of the same year, the Directors of the Bank, 
in acknowledgment of his long and eminent services, passed 
a resolution to aUow him to retire at the close of the year, 
with a pension of 1,5002. per annum ; and on their recom- 
mendation, he was appointed an extra director in anticipation 
of the next vacancy. 

Mr. Gilbart received further gratifying tokens of the esti- 
mation in which he was held. 

. Prior to his departure from Waterford, the Members of the 
Literary and Scientific Institution requested him to sit for 
his portrait to be placed mthe Lecture-room, — comphmentary 
resolutions passed bemg accompanied by a letter from the 
President. 

In the year 1846, a service of plate was presented to him 
by the Joint-stock banks, in acknowledgment of his exertions 
in favour of Joint-stock bankmg. 

On the 10th of March, 1860, a testimonial of plate was 
presented to him by the officers of the London and West- 
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minster Bank on his retirement from tke office of General 
Manager, an address accompanying it. 

Mr. Gilbart was a Fellow of tbe Royal Society, a life 
member of several literary and scientific associations, and a 
Member of tbe Statistical Society, to wbicb lie contributed 
various valuable papers. 

He died on tbe 8th day of August, 1863, in the 69th year 
of his age 
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Part L— OF PRACTICAL BANKING. 


SECTION L 

THE NATURE OE BANKING. 

‘‘ Wbat is it that we call a Banker ? There is in this city 
a company or corporation, called goldsmiths, and most of 
those called bankers are of that corporation , but so far as I 
know, there is not a company or corporation in England 
called bankers, nor has the business any definition or descrip- 
tion either by comnion law or by statute. By custom we call 
a man a banker who has an open shop, with proper counters, 
servants, and books, for receiving other people’s money, in 
order to keep it safe, and return it upon demand ; and when 
any man has opened such a shoji we call him a banker, 
without inquiring whether any man has given him money to 
keep or no , for this is a trade where no apprenticeship is 
required, it having never yet been supposed that a man who 
sets up the trade of bhnking, could be sued upon the statute 
of Queen Elizabeth, which enacts, that none sheill use any art 
or mystery then used, but such as have served an apprentice- 
ship in the same.”* 

The term Bank is derived from dmeo^ the Italian word for 
Bench, as the Lombard Jews in Italy kept lenches in the 

* Speed), delivered m the House of Commons, m 1746 — See the ‘ London 
Magazme ’ for that year, page 120. 
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market-place, where they exchanged money and bills. When 
a banker failed, his bench was broken by the populace ; and 
from this circumstance we have our term hanh^yt. 

A banker is a dealer in capital, or more properly a dealer 
in money. He is an intermediate party between the bor- 
rower and the lender. He borrows of one party, and lends to 
another ; and the difference between the terms at which he 
borrows and those at which he lends, forms the source of his 
profit By this means he draws into active operation those 
small sums of money which were previously unproductive in 
the hands of private individuals; and at the same time 
furnishes accommodation to those who have need of additional 
capital to carry on their commercial transactions. 

Banks have been divided into private and public. A private 
bank is that in which there are but few partners, and these 
attend peisonally to its management. A phbhc bank is that 
in which there are numerous partners, and they elect from 
their own body a certain number, who are entrusted with its 
management. The latter are usually called J oint-stook banks. 

The business of banking consists chiefly in i ^ceivin g de- 
posits of money , upon which interest may or may not be 
Slowed ; — in making advances of money, prmoipally in the 
way of discoimting bills ; — and in effecting the transmissio n 
of money from one place to another. Private banks in 
metropolitan cities are usually the agents of the banks in the 
provinces, and charge a commission on their transactions. In 
making payments many country banks issue their own notes. 

The ^sposable means of a bank p nnsist of — ^First, the 
capital paid down by the partners, or shareholders Secondly, 
the amount of money lodged by their customers. Thirdly, 
the amount of notes they are able to beep out in circulation. 
Fourthly,, the amount of money in the course of transmission 
—that is, money they have received, and are to repay, in 
some distant place, at a future time. 

These disposable means are employed — ^First, in discounting 
bills. Secondly, in advances of money in the form of cash 
credits, loans, or overdrawn accounts. Thirdly, in the pur- 
chase of government or other securities. Fourthly, a part is 
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kept in the banker’s till, to meet the current demands. Of 
these four ways of employing the capital of a bank, three are 
productiye, and one is unproductive. Ike discounting of 
bills yields interest — the loans, and the cash credits, and the 
overdrawn accounts, yield interest— -the government securities 
yield interest — tlje money in the till yields no interest. 

The expenses of a bank may be classified thus: rent, 
taxes, and repairs of the house in which the business is 
carried on ; salaries of the officem ; stationer’s bill for books, 
paper, notes, stamps, &o. ; incidental expenses, as postages, 
co^s, &c. 

The profits >||ra bank are that portion of its total receipts 
— including discount, interest, dividends, and commission — 
which exceeds the amount of the expenses. 


SECTION n. 

THE UTILITY OF BANKING. 

In the first place, banks are useful as places of security for 
the deposit of money. The circumstance which gave rise to 
the business of banking m this country, was a desire on the 
part of the merchants of London to obtam a place where they 
might lodge their money in security. Every one who has 
had the care of large sums of money knows the anxiety 
which attends their custody A person in this case must 
either take care of his money himself, or trust it to his 
servants. If he take care of it himself, he will often be put 
to inconvemence, and will have to deny himself holidays and 
comforts, of which a man who is possessed of much money 
would not Ififce to be deprived 

If he entrust it to others, he must depend upon their 
honesty and then ability. And, although in many important 
cases a master is compelled to do this, yet he does not feel 
the same satisfaction as if the money was actually under his 
own care. Some instances of neglect or of dishonesty will 
necessarily occur, and these will occasion suspicion m refer- 

B 2 
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ence to otlier parties against wliom no suspicion ought to be 
entertained. Besides, in both these cases, the money is 
lodged under the owner’s own roof, and is subject to thieves, 
to fire, and to other contingencies, against which it is not 
always easy to guard. 

All these evils are obviated by means of banking. The 
owner of money need neither take the charge of it himself, 
nor trust to his dependents. He can place it m the hands of 
his bankers. They are wealthy men, and are responsible to 
him for the amount. If they are robbed, it is no loss to him : 
they are pledged to restore to him the amount of his deposit 
when he shall require it. Whenever he wanh|money he has 
only to write an order, or draft, upon his banker, and the 
person to whom he is indebted takes the draft to the bank, 
and without .any hesitation or delay receives the money. 

2. The bankers allow interest for money placed in their 
hands. 

By means of banking, the various small sums of money 
which would have remained unproductive in the hands of 
individuals, are collected into large amounts in the hands of 
the bankers, who employ it in granting facilities to trade 
and commerce. Thus banking increases the productive 
canital of the nation . At the origin ofbanBS^‘ the new- 
fashioned bankers,” as they were called, allowed a certain 
rate of interest for money placed in them hands. The banks 
of Scotland cany this practice to the greatest extent, as they 
receive upon interest so low an amount as ten pounds ; and 
also allow interest on the balance of a running account. 
Many of the country bankers in England allow interest on 
the balance of a running account, and charge commission on 
the amount of the money withdrawn. The London bankers 
generally do not allow interest on deposit, bu# neither do 
they charge conyuission. All their profits are derived from 
the use of their customers’ money The banks of Scotland 
do not charge commission, although they allow interest on 
deposits , but then those banks have a profit by the issue of 
their notes. The London bankers do not issue notes. 

3. Another advantage conferred upon society by bankers 
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is, that they make advances to persons who want to borrow 
money. These advances are made — ^by discounting bills — 
upon personal security — ^npon the joint security of the bor- 
rower, and two or three of his friends — and sometimes upon 
mortgage. Persons engaged in trade and commerce are thus 
enabled to augment theiu capital, and consequently their 
wealth. The mcrease of money in circulation ' stimulates 
production. When bankers are compelled to withhold their 
usual accommodation, both the commercial and the agricul- 
tural interests are plunged in extreme distress. The great 
advantage arising to a neighbourhood from the establishment 
of a bank, is derived mainly from the additional supplies of 
money advanced in the form of loans, or discounts, to the 
inhabitants of the place. This principle is so well understood 
in Scotland, that branch banks are sometimes established in 
poor districts, with a view of obtaining a future profit from 
the prosperity which the bank wiU mtroduce.* 

4. Another benefit derived from bankers is, that they 
transmit money horn one part of the country to another. 

There is scarcely a person in business who has not occasion 
sometimes to send money to a distant town. But how is this 
to be done ? He cannot send a messenger with it on purpose 
— that would be too expensive He cannot send it by post — 
that would be too hazardous. Besides, the sum may be some 
fraction of a pound, and then it cannot go by post. The post, 
too, takes a considerable time, as three letters at least must 
pass on the transaction. If he live in London he may obtain 
a bank post bill, but he cannot obtain that in the country ; 
and he may not be able to obtam it in London for the exact 
sum he wants. How, then, is the money to be sent ? 

Every country banker opens an account with a London 
banker. If, then, a person lives at Penzance, and wants to 
send a sum of money to Aberdeen, he will pay the money 
into the Penzance bank, and his friend will receive it of the 
Aberdeen bank. The whole transaction is this : the Penzance 
bank will direct their agent m London to pay the money to 

* Evidence before the Select Oommittee of the House of Commons, upon the 
Abohtion of Small Kotes, p ' 43. Eeport 
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the London agent of the Aberdeen bank, who will be duly- 
advised of the payment. A small commission charged by 
the Penzance bank, and the postages, constitute all the ex- 
penses incurred, and there is not the least risk of loss. 

Commercial travellers, who go collecting money, derive 
great advantage from the banks* Instead of carrying with 
them, throughout the whole of their journey, all the money 
they have received, when perhaps it may be wanted at home, 
they pay it into a bank, by whom it is remitted with the 
greatest security, and at little expense; and they are thus 
delivered from an incumbrance which would have occasioned 
great care and anxiety. 

5. Wherever a bank is established, the public are able to 
obtain that denomination of currency which is best adapted 
for carrying on the commercial operations of the place. In 
a town which has no bank, a person may* have occasion to 
use small notes, and have none but large ones , and at other 
times he may have need of large notes, and not be able to 
obtain them. But where a bank is estabhshed there can be 
no diflSculty of this kind. The banks issue that description 
of notes which the receivers may require, and are always 
ready to exchange them for others of a different denomi- 
nation. Banks, too, usually supply their customers and the 
neighbourhood with silver ; and if, on the other hand, silver 
should be too abundant, the banks will receive it, either as a 
deposit, or m exchange for their notes. B!ence, where banks 
are established, it is easy to obtain change. This is very 
convenient to those who have to pay large sums -in wages, or 
who purchase in small amounts the commodities in which 
they trade. 

6. By means of banking there is a great saving of time in 
making money transactions. 

B[ow much longer time does it take to count out a sum of 
money in pounds, shillings, and pence, than it does to write 
a draft. And how much less trouble is it to receive a draft 
in payment of a debt, and then to pay it into the banker’s, 
than it is to receive a sum of money in currency. What 
inconveniences would arise from the necessity of weighing 



sovereigns. "What a loss of time from disputes as to the 
goodness or badness of particular pieces of money. 

Besides the loss of time that must necessanly occur on 
every transaction, we must also reckon the loss which every 
merchant or tradesman, in an extensive hue of business, 
would cetiamly sustain in the course of a year from receiving 
counterfeit or deficient coin, or forged notes. Brom all this 
risk he is exempt by looping a banker. If he receive pay- 
ment of a debt, it is in^e form of a draft upon his customer’s 
banker. He pays it into his own banker’s, and no com or 
bank notes pass through his hands. If he draws bills, those 
bills are presented by his banker : and of his banker take 
bad money it is his own loss. 

7. A merchant or tradesman who keeps a banker, saves 
the trouble and expense of presenting those bills or drafts 
which he may draw upon his customers, or which he may 
receive in exchange for Ids goods. He pays these into the 
hands of his banker, and has no further trouble. He has 
now no care about the custody of his bills — ^no anxiety about 
their bemg stolen — ^no danger of forgetting them until they 
are over-due, and thus exonerating the mdorsers — ^no trouble 
of sending to a distance m order to demand payment. He 
has nothing more to do than to see the amount entered to 
his credit in his banker’s books. If a bill be not paid it is 
brought back to him on the day after it falls due, properly 
noted. The banker’s clerk and the notary’s clerk are wit- 
nesses ready to come forward to prove that the bill has been^ 
duly presented, and the notary’s ticket attached to the bill 
assigns the reason why it is not paid. But if any indorser of 
the biU has given a reference in case of need — that is, if any 
indorser has written on the back of the biU that some other 
party wiU pay it in case the accepter does not, then the 
notary takes the bill to the referee, and procures the money 
from hiJft.. 

This circumstance alone must cause an immense saving of 
expense to a^mercantile house in the course of a year. Let 
us suppose that a merchant has only two biUs due each day. 
These bills may be payable in distant parts of the town, so 
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that it may take a clerk half a day to present ’them. And 
in large mercantile establishments it wonld take np the 
whole time of one or two clerks to present the due bills and 
the drafts. The salaries of these clerks are ^therefore sayed 
by keeping an account at a banker’s. Besides the saving of 
expense, it is also reasonable to suppose that losses upon 
bills would sometimes occur from mistakes, or oversights — 
from miscalculation as to the time ^bill would become due 
— ^from errors in marking it up — from forgetfulness to present 
it^ — or from presenting it at the wrong house. In these 
cases the indorsers and the drawers are exonerated ; and if 
the accepter do not pay the bill the amount is lost. In a 
banking-house such mistakes are not so likely to occur, though 
they do occur sometimes ; but the loss falls upon the banker, 
and not upon his customer.. 

8. Another advantage from keeping a banker in London, 
is, that by this means you have a continual referee as to your 
respectability. If a mercantile house in the country write to 
their agent, to ascertam the respectability of a fiim in 
London, the first inquuy is. Who is their banker? And 
when this is ascertained, the banker is applied to through the 
proper channel, and he gives his testimony as to the re- 
spectability of his customer. When a trader gives his bill, it 
circulates through the hands of many individuals to whom he 
is personally unknown ; but if the biU is made payable at a 
banking-house, it bears on its face a reference to a party to 
whom the accepter is known, and who must have some 
knowledge of his character as a tradesman. This may be an 
immense advantage to a man in business, as a means of 
increasing his credit ; and credit. Dr. Franklin says, is money. 

9. The keeping an account at a banking-house, enables a 
trader not only to give a constant reference as to his own 
respectability, but it also enables him to ascertain the re- 
spectability of other persons who keep bankers. 'Sfeere are 
numerous cases in which a trader may wish to know this. A 
stranger may bring him a bill, and want goods in exchange : 
or he may have drawn a bill npon a customer, and wishes to 
ascertain if this bill wonld be paid before he gave him any 
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furtlier credit. If tMs bill is not made payable at a banking- 
bouse, be can obtain no information. But suppose tbe bill is 
made payable at a banking-house ; even then b.e can obtain 
no information, unless be himself has a banker. If be take 
tbe bin to the banker’s, at whose bouse it is made payable, 
and say, “ Gentlemen, I will thank you to inform me if tbe 
accepter of this bill be a respectable man — May I safely give 
goods or money in exchange for it ?” They will reply, " Sir, 
we never answer such questions to strangers.” B'lit if tbe 
bolder of this bill keeps an account at a banker’s, he has only 
to ask bis banker to make tbe inquiry for him, and be will 
easily obtain tbe most ample information. Among nearly all 
tbe bankers in London, the practice is estabbsbed of giving 
information to each other as to the respectability of their 
customers. For as tbe bankers themselves are the greatest 
discounters of bills, it is their interest to follow this practice ; 
and indeed tbe interest of their customers also, of those at 
least who are respectable. 

10. By means of banking,* people are able to preserve an 
authentic record of then* annual expenditure.* If a person 
pays in to bis banker all the money be receives in tbe course 
of a year, and makes all his payments by cheques — then by 
looking over bis bank-book at the end of tbe year be will 
readily see the total amount of bis receipts, and tbe various 
items of bis expenditure. This is very useful to persons who 
have not habits of business, and who may therefore be in 
danger of living beyond their means. It is useless to advise 
such persons to keep an account of their expenses — ^tbey will 
do no such thing , but when short of money at Christmas to 
pay their tradesmen’s bills, they may take tbe trouble of 
looking over their bank-book, and noticing bow many 
cheques were drawn for tbe purchase of unnecessary articles. 
A bank account is useful also m case of disputed payments. 
People do not always take receipts for money they pay to 
their tradesmen, and when they do tbe receipts may become 

* Ib. tlie year 1849 a committee of mvestigatioii into the affairs dt a railway 
company reported that the Company bad kept no books for eighteen months, 
and knew them transactions only from their banker’s pass-book. pV*! , 
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lost Or mislaid. In case of deatk or of omission to enter the 
amount in the creditor's books, the money may be demanded 
agam. Should the payment have been made in bank notes 
or sovereigns, the payer can offer no legal proof of having 
settled the account ; but if the account was discharged by a 
cheque on a banker, the cheque can be produced, and the 
payment proved by the oflGicers of the bank, who can be 
subpoenaed for that purpose. 

11. Another advantage resulting from keeping a banker in 
London, is, that the party has a secure place of deposit for 
any deeds, papers, or other property that may require peculiar 
care. Any customer who pleases may have a tin box, which 
he may leave with his banker m the evening, and call for it 
in the morning. In this box he might place his will, the 
lease of his house, policies of msurance, or any other docu- 
ments he wished to preserve agamst fire. Stock-brokers and 
others who have offices in the city, and live out of town, have 
such boxes, which they leave overnight with their banker for 
the sake of security, in preferehce to leaving them in their 
own office. If a party were going to the country he might 
send his plate or jewellery to his banker, who will lock it up 
in his strong room, and thus it will be preserved from fire 
and thieves until his return. Solicitors and others, who have 
deeds or other writings of importance left in their custody, 
can send them to the bank during the night, and thus avoid 
the danger of fire. 

12. By keeping a banker, people have a ready channel of 
obtaining much information that will be useful to them in the 
way of their business. They will know the way in which 
bankers keep their accounts j they will learn many of the 
laws and customs relating to bills of exchange. By asking 
•the banker, or any of the clerks, they may know which is the 
readiest way of remitting any money they have to send to 
any part of the country or to the Continent. If they have to 
buy or sell any stock in the public funds, the banker can 
give thqjgi the name of a respectable broker who can manage 
the busmess ; or should they be about to travel, and wish to 
know the best way of receiving money abroad; or be ap- 
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pointed executors to a wiU, and have to settle some money 
matters— the banker will in these, and many other cases, be 
able to give them the necessary information. 

13. Banking also exercises a powerful influence upon the 
morals of society. It tends to produce honesty and punctu- 
ality in pecuniary engagements. Bankers, for their own 
interest, always have a regard to the moral character of the 
party with whom they deal; they mquire whether he be 
honest or tricky, industrious or idle, prudent or speculative, 
thrifty or prodigal, and they will more readily make advances 
to a man of moderate property and good morals, than to a 
ma n of large property but of inferior reputation. Thus the 
establishment of a bank in any place immediately advances 
the pecuniary value of a good moral character. There are 
numerous instances of persons having risen from obscurity 
to wealth only by means of their moral character, and the 
confidence which that character produced m the mind of 
their banker. It is not merely by way of loan or discount 
that a banker serves such a person. He also speaks well of 
him to those persons who may make inquiries respecting 
him : and the banker’s good opmion will be the jneans of 
procuimg him a higher degree of credit vsdth the parties with 
whom he trades. These effects are easily perceivable in 
country towns ; and even in London if a house be known to 
have engaged in gambling or smuggling transactions, or in 
any other way to have acted discreditably, their bills will be 
taken by the bankers less readily than those of an honourable 
house of inferior property. 

It is thus that bankers perform the functions of public 
conservators of the commercial virtues. From motives of 
private interest they encourage the industrious, the prudent, 
the punctual, and the honest — ^while they discountenance the 
spendthrift and the gambler, the Har and* the knave. They 
hold out inducements to uprightness, which are not dis- 
regarded by even the most abandoned. There is many a 
man who would be deterred from dishonesty by the frown of 
a banker, though he might care but little for the admonitions 
of a bishop. 
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SECTION ni. 

BANKING TEEMS. 

Query I. — ^Is tiie word Bank a singular or a plural noun ? 

Tke word Bank, being a noun of multitude, may have 
verbs and pronouns agreeing with it in either the singular or 
the plural number, yet not without regard to the import of 
the term as conveying unity or plurality of idea. In the use 
of this term the following rules are usually observed : — 

1. When any operation or feeling of the mind is ascribed 
to a bank, the verbs and pronouns are placed in the plural — 
as, “ The bank were anxious to meet the wishes of the public.” 
“ The bank have conmrred in the measure proposed.” Are 
you one of the persons who tried the question with the Bank 
of Ireland, whether they conceived themselves bound to pay in 
gold at their branches ?” The Bank of England petitioned 
against this bill, and were heaid by their Counsel ; but their 
representations produced no effect, and the bill having passed 
through Jboth Houses, received the Eoyal assent.” The fol- 
lowing examples, wherein mental operations are ascribed to a 
neuter pronoun, are violations of this rule “ The bank allows 
the party having the cash credit to liquidate any portion of 
his debt to the bank at any time that may shit his conveni- 
ence, and reserves to itself the power of cancelhng, whenever 
it shall think fit, the credit granted.” ^‘It is usual for the 
bank when it gives a cash credit to keep a watchful eye over 
the person having that cash credit.” 

2. When a reference is made to a bank merely as an 
institution, the term is considered to belong to the singular — 
as, “ The Bank of Scotland continued the only bank from the 
date of its establishment, in 1695, to the year 1727 . In that 
year a chaiH;er of incorporation was granted to certain indi- 
viduals named therein, for carrying on the business of banking, 
under the name of the Boyal Bank ; and subsequent charters 
were granted to this establishment, enlarging its capital, 
which now amounts to one million and a half.” “The 
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National Bank of Scotland has 1,238 partners.” “If this 
measure be carried into effect, the Provincial Bank must 
instantly he deprived of any sufficient means of reimbursmg 
itself for the heavy expense to vrhich it has been subject.” 
“ Has your bank an establishment at Kirkcudbright ?” “ The 
Bank of England has the control of its issues entirely wit hin 
itself.” 

3. When we notice the rules or habitual acts of a bank, 
the word belongs to the singular — as, “ The Provincial Bank 
allows interest at the rate of two per cent.” “ The bank draws 
bills upon London at twenty-one days after date.” “ The 
bank discounts bills at the rate of four per cent.” “The 
bank issues notes payable in gold at the place of issue.” 
“ The London and Westminster grants interest upon deposits 
— it does not allow its officers to receive Christmas presents 
from its customers” In reference to cases that fall under 
this rule, there is, however, some contrariety of practice: 
“i)c the Provincial Bank isme post bills? They do not.” 
“ Have the Bank of Ireland at their branch at Cork been in 
the habit of receiving gold to any amount in payments^” 
“ Have the Bank of Leland any deposits at the Cork branch ? 
Do you know how their notes get iiffco cnculation ? Do they 
pay any interest on their deposits ^ They have a great 
quantity of notes in circulation — have they not 

4. When the word bank is connected with a past participle 

by means of the neuter verb to he, it usually belongs to the 
singular — as, “I am a director of the Bank of Scotland, 
which is established by Act of Parliament ; it does not hold 
a charter from the Crown, but in common language it is 
called a chartered bank.” “Suppose a bank was enabled to 
take 6 per cent, on a cash credit, instead of 4.” “ The 

Falkirk Union Banking Company has been returned to t1ii, q 
house, as sequestrated in the month of October, 1816.” “A 
new bank was constituted as a fund, upon which the sum of 
2,564,000? should be raised, and it was called the Land Bank, 
because established on land securities.” 

5. When the word bank is preceded by the indefinite 
article, a, an — ^by the demonstrative pronoun, this, that — or 
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by tbe words eac\ anyy'^eueryf om — belongs to tbe singular ; 
as, ‘^Do you not tbink that a bank that is possessed of a 
capital of one million, may and will do more business than a 
bank that is only possessed of half a million?” ‘^In a 
moment of pressure, an emergency like the present, that bank 
would get into great disrepute who called up any one of its 
cash credits.” What is the amount of the small note cir- 
culation in that bank, as connected with its whole circulation ?” 
‘‘JSach bank has an interest to issue as much of the small 
note circulation as it can? — Certainly it has, provided the 
small notes can be kept out; but, as every bank mahes an 
exchange at G-lasgow twice every week, and the exchanges 
of each bank come back upon itself, and the balance is paid 
by a draft on Edinburgh at sight,” &c. “ I believe almost 

every bank in Scotland has an agent in Glasgow.” “ Suppose 
one bank in Scotland made its notes payable in Scotland, at 
the place where the notes were issued.” “ Is there any bank 
in Cork now that issues notes ?” 

6. When the word bank is introduced in either the singular 
or the plural number, the same number should be preserved 
throughout the sentence. Hence, the following sentence of 
Smollett’s is inaccurate : '•‘‘By the same acts the bank was 
reqmred to advance a sum not exceeding 2,500,000Z. towards 
discharging the national debt, if wanted, on condition that 
they should have 5Z. per cent for as much as they might 
advance, redeemed by Parliament.” 

7. When the word bank is used in the singular number, it 
is considered as a substantive of the neuter gender, and hence 
is associated with the relative pronoun, which; but when 
used in the plural number, it implies the idea of persons, and 
has accordingly the personal relative, who ; as, “ The bank 
with which he kept his account has stopped payment;” or, 
“ The bank with whom he kept his account have stopped pay- 
ment.” “ The bank, wTwsi interests are affected by the pro- 
posed measure, have petitioned against it.” The bank upon 
whom the cheque was drawn have refused to honour it.” The 
following sentence is not m accordance with this rule : “ In a 
moment of pressure, an emergency like the present,, that 
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bank would get into great disrepute w7io called up any of its 
cash, credits.” 

I have not observed that any JEJnglisTi writer, except Mr. 
McCulloch, considered a bank to be a lady ; and this is only- 
in the case of an Irish bank. Under the article Banking,” 
in his Commercial Dictionary, he says, “ The Bank of Ireland 
draws on London, at twenty days’ date. She neither grants 
cash credits, nor allows any interest on deposits ; s7ie discounts 
at the rate of 6?. per cent.” This mode of expression is, 
however, very common with American -writers.* 

11. Should we write accepter or acceptor of a bill of ex- 
change? The name of the agent to any verb is usually 
formed, in our language, by the addition of r or er to the 
verb ; as, indorser, talker, walker, speaker. What reason, 
then, can be assigned why, in the present case, we should 
depart from the analogy of the language ? We do not say, 
the drawer, the holder, the payor of a bill ; why then should 
we say the acceptor ? When we speak of the accepter of a 
biU, -why should we not spell the word in the same way as 
when we speak of the accepter of a present, or of a fee ? Yet 
all our English legal authors -write, acceptor : ‘‘ A person who 
accepts for honour, is only liable if the original drawee do 
not pay ; and to charge such acceptor, there must be a pre- 
sentment for payment to such origmal drawee.” — JBayley. 
“A foreign bill is binding in this country on the acceptor, 
though he accepted by parol, or by writing unconnected with 
the instrument.” — Ohitty, "Where the acceptor of a forged 
biU pays it, and is guilty of any negligence, or want of due 
caution in making such payment, he cannot recover the money 
so paid, from the innocent party to whom he paid it.” — Moscoe. 
Scotch authors, howe ver, write accepter . "An English in- 
land bill has generally three parties to it — the drawer, 
accepter, and payee , whereas, in Scotland, most of the inland 
bills have, at first, but two parties, the drawer and the accepter; 
and they are made payable to the drawer or his order.” t 

* It lias now becomo more common with. English writers, especially with 
reference to the Bank of England 1849 
t See Glen on the Law of Bills of Exchange m Scotland. 
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in. Should we write indorse or endorse f Indorse is de- 
rived direct from the Latin, in dormm, on the back. JEndorse 
is derived from the Latin, through the French, endosser. In 
,such cases, most writers adopt the Latin mode of spelling, in 
preference to the French, as indorse, inquire, intire; not 
endorse, enquire, entire. All legal authors write indorse. “ A 
promise to indorse, though on sufficient consideration, cannot 
be treated as an actual indorsement.” — Bayley. ^ “ The 
liability of the indorser is discharged by want of notice, as in 
the case of the drawer.” — Boscoe. “ A person who draws or 
indorses a bill, or indorses a note for the accommodation of 
the acceptor or maker, or payee, or prior indorsers, has, on 
paying the instrument, a remedy over thereon against the 
acceptor or maker, or prior party.” — Qhitty. “A drawer or 
indorser cannot, in the character of indorsee, maintain an 
action against the accepter, where the indorsement is after 
the refusal of payment.” — Qlen. 

lY. Should we say indorsement or indorsation P In England 
we always use the word indorsement. ^‘No particular woids 
are essential to an indorsement; the mere signature of the 
indorser is, in general, sufficient.” — Bayley. “The indorse'^ 
ment may be upon the face, or at the back of the bill.” — 
Chitty. “ An attestmg witness to an indorsement is necessary^ 
when the biU is for a less sum than 5?.” — Qhitty. In Scot- 
land the term more generally used is indorsation. “ If a bill 
or note be granted to a woman while single, and she after- 
wards marry, the right to transfer it by indorsation would 
vest m the husband.” “ After a biU has been paid no indor- 
sation can take place, so as to affect the accepter, or any of 
the parties who would otherwise be discharged.” — Q-len. The 
word mdorsement is also used m Scotland, though more 
rarely. Both words appear to have precisely the same 
meaning. “ An indorsation is made, either by the indoiser’s 
writing, and subscribing an order to pay the contents of the 
bill to some particular person mentioned by name, which is 
styled a full indorsement, or by merely signmg his name 
on the bill, and delivering it to the indorsee, or person to 
whom it is indorsed, which is termed a Uanh indorsation.” 
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— Qlen. A. fictitious indorseTnmt to a bill is a forgery ; such 

indorsation is clearly giving it a false credit.” — Grlen. 

Y. Should we say the presentment or the presentation of a 
bill of exchange? All writers agree in using presentment., 
“ If upon the presentment of the bill for acceptance to the 
drawee, he refuse or neglect to accept it, the drawer is im- 
mediately responsible to the holder, although the bill has not 
become due according to its tenor.” — GMUy. “ If the bill be 
payable after sight, and the drawee detain it some days 
without declaring his intention to accept, and afterwards 
incline to do so, the acceptance must be from the date of the 
first presentment.^’ — Grlen. “Presentment for payment must 
be made by the holder of the bill, or by an agent competent 
to give a legal receipt for the money.” — Gilen. •'^Upon a 
presentment for acceptance, the bill should be left with the 
drawee twenty-four hours, unless in the interim he either 
accept, or declare a resolution not to accept. But a bill or 
note must not be left (unless it be paid) on a presentment for 
payment ; if it be, the presentment is not considered as made, 
until the money is called for.” — Bayley. 

YI. Should we write draught or dr aft f This word is 
derived from the verb to draw, and probably was originally 
written and pronounced drawght. But custom, which is the 
law of language, has changed both the pronunciation and 
the spelling to draft. In the former editions of this work, 

I mentioned that Mr. Justice Bayley had always spelled 
this word draught; but in a recent edition of his woik, 
since published, I find that draught has been changed to 
draft. 

YIL Should we write clwck or cheque? This word is 
derived from the French, echecs, chess. The chequers placed 
at the doors of public-houses, are intended to represent chess- 
boards, and originally denoted that the game of chess was 
played in those houses. Similar tables were employed in 
reckomng money, and hence came the expression — to check 
an account, and the Government Office, where the public 
accounts were kept, was called the Exchequer. It probably 
obtained this name from the French exchiquier, a chess- 
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Tboaid, though Blackstone states that this court was called 
the exchequer, from the chequered cloth which corered the 
table. Of the two forms of writing this word, chech and 
cheque., the latter seems preferable, as it is free from 
ambiguity, and is analogous to ex-oheqijee, the public 
treasury. It is also used by the Bank of England, “ oheqtje- 
OEEICE.” In Bayhy both forms are employed, “ A cheque 
upon a banker was lost, aud paid to a stranger the dayjiefore 
it lore date : the banker was obliged to repay the money to 
the loser.” “By the usage of trade, a banker in London will 
not render himself responsible by retaining a chech drawn on 
him, provided he return it at any time before five o’clock on 
the evening of the day in which it was drawn.” 


SECTION lY. 

THE GENEEAL ADMINISTEATION OE A BANK. 

To be a good banker requires some intellectual and some 
moral qualifications. A banker need not be a man of talent, 
but he should be a man of wisdom. Tsdent, in the sense in 
which the word is ordinarily used, implies a strong develop- 
ment of some one faculty of the mind. Wisdom implies the 
due proportion of all the faculties. A banker need not be a 
poet or a philosopher — a man of science or of literature — an 
orator or a statesman. He need not possess any one remark- 
able quality by which he is distinguished from the rest of 
mankind. He will possibly be a better banker without any 
of these distinctions. It is only necessary that he should 
possess a large portion of that practical quality which is 
called common sense. Banking talent (using the word talent 
here in the sense of adaptation of character to any particular 
pursmt) consists more in the union of a number of qualities, 
not in themselves individually of a striking character, but 
rare only in their combination in the same person. It is a 
mistake to suppose that banking is such a routine employ- 
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ment tliat it requires neither knowledge nor skill. The 
number of banks that have failed within the last fifty years 
are sufficient to show, that to be a good banker requires 
qualities as rare and as important as those which are 
necessary to attain eminence in any other pursmt. The 
dealer in money exercises intellectual faculties of a high 
order, and of gieat yalue to the community. His profession 
has a. powerful bearing on the practical happiness of man- 
kmd. 

“ The philosophy -which affects to teach tis a contempt of money, does 
not run very deep , for, indeed, it ought to be still more clear to the 
philosopher than it is to the oidmary man, that there aie few thmgs in 
the world of greater napoitance And so manifold are the bearmgs of 
money upon the lives and characters of mankind, that an msight which 
should search out the hfe of a man m his pecumary relations, would 
penetiate mto almost every cranny of his nature He who knows, like 
St Paul, both how to spare and how to abound, has a great knowledge . 
for if we take account of all the virtues with which money is mixed up 
— honesty, justice, generosity, chanty, fragahty, forethought, self-sacxi- 
fice,— and of their correlative vices — it is a knowledge which goes near 
to cover the length and bieadth of humanity and a right measuie and 
manner m getting, savmg, spendmg, gi-ving, taking, lending, borio-wing, 
and bequeathing, would almost aigue a perfect man 

But thougi. TOsdom — or, in other words, a high degree of 
common sense— does not imply the possession of any remark- 
able talent (the undue deAmlopment of any one faculty), it 
always implies the absence of any remarkable defect. One 
great defect in a banker is a want of decision. A banker 
ought to know how to balance the evidence on each side of a 
question, and to arrive speedily at a just conclusion. 

“Indecisiveness will be, ccptens paribus, most pernicious m affairs 
which require secrecy, Ist, Because the greatest aid to secrecy is 
celerity 2nd, Because -the undecided man, seeking after vaiious 
counsel, necessarily multiphes confidences. The pretext for indeoisive- 
ness IS commonly mature deliberation, but, m reahty, mdecisive men 
occupy themselves less m dehberation than others , for to him, who fears 
to decide, deliberation (which has a foretaste of that fear) soon becomes 
mtolerably irksome, and the mind escapes from the anxiety of it mtoahen 
themes. * Or, if that seems too open a derehction of its task, it gives 
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itself to inTentmg reasons of postponement And the man 'who has 
confirmed hahits of mdecisiveness, mil come m time to look upon post- 
ponement as the first object in all cases, and, wherevei it seems to be 
practicable, mU bend all his faculties to accomplish it 

Anotlier defect is a mnt of firmness. A banker baying, 
after a mature consideration, made up bis mind, should be 
capable of a strict adherence to bis previous determination . 
be should know when to say, No ; and baying once said No, 
be should adhere to it. 

Another defect is a hasty or impetuous temper. 

that answereth a matter before he heareth it, it is folly and 
shame unto him " " He that is slow to wrath is of gieat undei standing, 
but he that is hasty of spirit exaltoth folly " “A wise man will hear, 
and will increase learning, and a man of understanding shall attain 
nnto wise counsels 

Another defect is that of being swayed by any personal or 
constitutional prepossession. Almost every man — not ex- 
cepting even the banker — has a sin by which he is most easily 
beset ; a constitutional defect, against which it is necessary he 
should he upon his guard. 

It is a great advantage to a hanker, and indeed to every 
one else, to know himself. He should know wherein he 
excels, and wherein he is deficient. He onght to know 
whether he is disposed from his temperament to he exces- 
sively cautious, or excessively liberal — ^whether his manners 
are courteous or abrupt — whether he is apt to view matteis on 
their gloomy or on their bright side — ^u^hether social inter- 
course renders him more or less fit for his official engage- 
ments — ^whether the presents and civilities he receives fiom 
his customers do, or do not, affect his transactions with them 
m matters of business. When he has made a loss, he should 
examine whether the loss was occasioned by the ordinary 
operation of events, or produced by any little weaknesses of 
his own character. He shonld record all those instances in 
which he has shown a want of firmness, of discretion, of dis- 

Taylor’s ‘ Statesman ’-—I would advise all hankers, and all othoi peisons at 
the head of laige estahlishments, to read this little work. 

f Provoihs of Solomon 



crimmation, or of perseverance ; and should guard in future 
against the exhibition of any similar defect . 

“Man, know thyself, all wisdom centres there” 

But while a banker should make himself acquainted with 
his own defects, he ought not to let his customers become 
acquainted with them. AU -wise men know them own defects ; 
none but fools publish them. Crafty men, who often have 
occasion to borrow money, aie quick in perceiving the weak- 
nesses of their banker. And if they find that by coaxing, or 
flattering, or gossiping, or bribmg, or threatening, they can 
influence his conduct, he will always be at their mercy. On 
this account it is, perhaps, advisable that a banker should 
not have too much social intercouise with those of his cus- 
tomers who have occasion to ask him for any large amount of 
accommodation. 

Wisdom implies prudence and discretion, and these should 
regulate the whole conduct of a banker, not merely when 
engaged in banking transactions, but at all other times. We 
may apply to a banker the language we have elsewhere 
applied to a merchant : 

“The amusemonts of a merchant should correspond with his cha- 
racter He should never engage in those recreations which paitako of 
the nature of gamhlmg, and but seldom m those of a frivolous descrip- 
tion A judge IS not always on the bench, a clergyman is not always m 
the pulpit, nor is a merchant always on ’Change, but each is expected 
at all times to abstam from any amusements which aie not consistent 
with his professional character The ciedit of a mei chant depends not 
merely on his wealth, but also uj)on the opmion generally cntei tamed of 
his peisonal q^uahties, and he should cultivate a reimtation for prudence 
and jpropiiety of conduct, as part of his stock in trade ”* 

A banker should have a talent for selecting suitable instru- 
ments. He ought not^only to know himself, he ought also to 
have a capacity for knowing others He should know how to 
choose proper clerks for the discharge of the duties of the 
office. He should know also what parties to employ to 
procure him confidential information as to the character and 
circumstances of commercial houses, or of individuals. He 

* ‘Leotuies on the History and Piinciples of Ancient Ooinmcice.’ By 
J.W Gilbait. 
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shoTild know kow to ckoose Ms partners or coadjutors, and 
should endeavour to select those who possess qualifications in 
which he is himself deficient In all cases when he has any 
object to effect, he should know how to make use of other 
men. We may here, as in some other cases, apply to a 
banker the observations Mr. Taylor applies to a statesman : 

" The most important qualification of one who is high in the service 
of the State, is his fitness for acting through others, since the opeiations 
vicariously effected ought, if he knows how to make use of his power, to 
predommate greatly over the importance which can attach to any man’s 
direct and individual activity. The discovery and use of mstruments 
implies mdeed activity, as well as judgment, because it implies that 
judgment which only activity m affairs can give But it is a snare into 
which active statesmen are apt to fall, to lose, m the importance winch 
they attach to the immediate and direct effects of their activity, the 
sense of that much greater importance which they might impart to 
it if they apphed themselves to make then powers operate through the 
most effective and the widest instrumentality The vamty of a states- 
man IS more flattered m the contemplation of what he does than of what 
he causes to be done , although any man whose civil station is high, 
ought to know that his causative mxglii be beyond all calculation wider 
than his active sphere, and more important.”* 

A neglect of this rule has occurred in the history of some 
joint-stock banks, where the manager has impaired his own 
health, and damaged his bank, by takmg upon himself a 
vast variety of duties which should have been assigned to 
others ; forgetful that in large establishments the chief officer 
should confine his personal attention to those duties which are 
intellectual, or which are of the chief importance ; while the 
duties which are of a mere manual, or less important character, 
should be performed through the mstrumentality of assistants. 
We shall illustrate the prmciple of workmg through others by 
a scriptural example : 

“ And it came to pass that Moses sat to judge the people and the 
people stood by Moses from the mommg unto the evening And Moses’ 
father-m-law said unto him. The thmg that thou doest is not good. 
Thou wilt surely wear away, both thou, and this people that is with 
thee for this thing is too heavy for thee, thou art not able to perform 
it thyself alone Hearken now unto my voice, and I will give thee 
* Taylor’s ‘ Statesman ’ 
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cottnsel, Thou shalt proTide out of all the people able men , and place 
such oyer them^ to be rulers of thousands^ and rulers of hundreds, 
rulers of fifties, and rulers of tens And let them judge the people at 
all seasons and it shall be that eyery great matter they shall bimg unto 
thee, but eyery small matter they shall judge so shall it be easier for 
thyself, and they shall bear the burden with thee So Moses hearkened 
to the yoice of his father-m-law, and did all that he had said ”* 

"And Moses said, I am not eloquent, but I am slow of speech, and of 
a slow tongue ” — " Is not Aaron the Leyite thy brother I know that 
he can speak weU Thou shalt speak unto him, and put words mto 
his mouth and he shall be thy spokesman unto the people 

A banker should know bow to economize bis own time. 
One mode of doing this will be, as we baye intimated, to 
assign inferior duties to others. His accountant should keep 
bis books, and make bis calculations. His secretary should 
write bis letters (except those of a private or confidential 
nature), and be should only sign them. His chief clerk 
should attend to the discipline of the office. A banker at the 
head of a large establishment should not only be acquainted 
with the art of banking — ^he ought also to be acquainted with 
the art of government. He ought to put a clever man at the 
head of each department, and reserve to himself only the 
duty of general superintendence. He should give these 
parties a pietty wide discietion, and not encourage them to 
ask his instructions about matters of comparatively tiifling 
importance. If he does this, they will never learn to think 
for themselves, — never feel that wholesome anxiety which 
results from a sense of responsibihty, — and never acquire that 
decision of mind which arises from the necessity of forming 
an independent judgment. Consequently, they will be less 
useful to him in their present position, and never become 
qualified for higher offices. 

Another mode of economMng time is to observe a principle 
of order. A banker should come to the bank every day at 
the same hour ; attend to his affairs, one by one, m the same 
order, and leave the bank at his usual time. By observing 
this routine, he -vyill not only save much time, but he will 
avoid tumultuous feelings, and maintain a calmness of mind 


Exodus xvui. 13 — 22. 


t Exodus ly. 10—16 
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and of manner, tliat will be useful in all bis ajBfairs. He will 
also acquire from babit a coolness of investigation, and a 
promptness of decision ; and be will get tbrougb a great deal 
of work without e’ver appearing to-be in a burry. 

Another mode of economizing time is, to make bis inter- 
views with bis customers, or with other parties, as short as be 
can. He should not encourage conversation upon any other 
topic than that which is the occasion of the interview. He 
had better receive his customers standing; as in that case 
they will stand too, and are not likely to remain so long as if 
they were to sit down. And the furniture of the room should 
be so arranged that the customer, if he sit down, should sit 
near the door, so that he may depart whenever disposed. 
He is not likely to remain so long as if seated comfortably by 
the fire -side. It is also desirable that his room should be so 
placed, with reference to the other parts of the building, that 
while it has one door open to the public, it should have 
another door opening into the office , so that he may easily 
pass into the office, to ascertain the state of a customer’s 
account, or to consult with himself or another person, m 
doubtful cases, as to the course to be adopted. It is not 
advisable that the customer who applies, for instance, to have 
a heavy bill discounted, should witness the hesitation or 
the deliberation of the banker. Hence it is better, when it 
can be done, to establish the practice of the customer giving 
the bills to a clerk, who shall bring them into the banker’s 
room, and take back his reply. 

A banker will take means for obtaining and recording 
information. He should not, as we have said, keep any 
books himself. But he ought always to have m his room, 
ready for immediate reference, if necessary, “the General 
Balance Book,” containing the weekly balances of the general 
ledger, which will show the weekly progress of his business 
for several years past , — “ the Daily Balance Book,” showing 
the daily balance to the credit of each of his customers in the 
current-account ledger, — the Weekly Discount Balance 
Book,” showing the amount of discounts, loans, or other 
advances which each customer has every Saturday night, — 



on Banking. 25 

‘‘ tlie Inspection Book,” stowing the amount of bills bearing 
the names of bouses wbo do not keep an account with him, — 
“ tbe Information Book,” containing the character of all the 
houses about whom he has had occasion to make inquiries, — 
and, finally, ‘‘a Private Memorandum Book,” in which is 
entered any special agreements that he has made with his 
customers. It is also useful to a banker to have a list of his 
customers, classified according to their trades or professions — 
such as corn merchants, leather factors, grocers, solicitois, &c. 
&c. The banker would thus see at a glance among what 
classes of society his connexions he. When any public 
event was likely to affect any class — such, for instance, as the 
corn merchants — he would see how many of his customers 
are likely to be affected. By thus, too, bearing in mind the 
trade or profession of his customers, he would be able to judge 
more readily whether the biUs they brought him for discount 
had arisen out of theh business transactions. 

Of these books, one of the most important is the Informa- 
tion Book.” There is no doubt that a banker of great 
experience, and of a strong memory, may always bear in his 
mind a very correct estimate of the standing and character 
of all the houses that usually come under his notice. But 
this does not supersede the necessity for recording his m- 
formation in a book. His memoiy may fail, and that too on 
important occasions ; and ceitamly if he leave the bank for a 
short time, as he must sometimes have occasion to do, he will 
cairy his memory with him. But if the Information Book be 
closely kept up, he will record his knowledge for the use of 
those who will have to take his place. It is no valid objection 
to the keeping of such a book to say that the position of 
houses is perpetually changing. Those changes should be 
recorded, so that their actual standing should always be 
readily referred to. If a banker is requested by a customer 
,to make inquiry about a house, he should record the informa- 
tion he gets for his own guidance, m case any bills on that 
house should afterwards be offered him for discount. 

A banker will get information about parties from inquiry 
at their bankers, as we have mentioned at page 8. This 
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information may be defective m two ways. In the first place, 
their banker may judge of them from the account they keep 
— that is, from the balance to their credit — and thus he may 
give too good an account of them Or, secondly, their banker 
may have an interest in keeping up their credit, and under 
this bias he may not give them so bad a character as they 
actually deserve. Another source of information is from 
parties in the same trade. Houses in the same trade know 
pretty well the standing of one another. Wholesale houses 
are well acquainted with the retail shopkeepers who buy of 
them. Most bankers have among their own customers some 
houses in almost every trade, who can give them any in- 
formation respecting other houses which they may require. 
The bills that pass through his hands will also often give 
him some useful hints respecting the parties whose names 
are upon them. 

It is of great impoitance to a* banker to have an ample 
knowledge of the means and transactions of his customers. 
The customer, when he opens his account, will give him some 
information on this subject. The banker will afterwards get 
information from his own books. The amount of transactions 
that his customer passes through his current account will 
show the extent of his business. The amount of his daily 
balance will show if he has much ready cash. The extent 
and character of the bills he offers for discount, will show if 
he trust large amounts to individual houses, and if these are 
respectable. On the other hand, the bills his customer may 
accept to other parties, and his payments, will show the class 
of people with whom he deals, or who are m the habit of 
givmg him credit. But one main source of information is to 
see the man. This, like other means of information, will 
sometimes fail ; but, generally speaking, the appearance and 
manners of a man wdl show his character. Some people 
always send their clerk to the banker with bills for discount, 
&c. This IS all very well if they want no extraordinary 
accommodation ; but if they ask for anything out of the 
usual way, the banker had better say that he wishes to see 
the principal. And if he had a doubt whether his customer 



was tricky or lionest — speculative or prudent — ^let kim be 
guided by his first impression — we mean the impression pro- 
duced by tlie first interview. In mne cases out of ten, tbe 
fiist impression will be found to be correct. It is not neces- 
sary to study physiognomy or phrenology to be able to judge 
of the character of men with whom we converse upon matters 
of business. 

A country banker has greater facilities than a London 
banker of ascertaining the character and cucumstances of 
other parties. In a country town everything is known about 
everybody — A man’s parentage and connexions — his family 
and associates — the property he has already received, and 
what he may expect to receive from his relations — and, 
above all, his personal habits and disposition. Upon the last 
point, we will make a short extract from an excellent series 
of “Letters to a Branch Manager,” published in the 
“Banker’s Magazine,” under the signature of “Thomas 
Bullion.” 

“Next in importance to a study of his accounts, the habits and cha- 
racter of a client are deservmg of youi attentive consideration If a 
man’s style of livmg, for example, becomes extravagant, and he gives 
himself over to excess, you cannot too promptly apply the curb, however 
regular the tiansactions upon his account may seem, because years may 
elapse befoie mere irregularity of hvmg will make any impiession on his 
bankmg account, whereas irregularity m busmess will exhibit itself 
immediately, and for this leason, — ^that whereas impiovident habits of 
livmg mvolve a contmuous waste m small sums, spreadmg over tolerably 
long periods, impiovidence m busmess may mvolve m one fell swoop the 
loss perhaps of thousands I hold, then, that you are not warranted in 
all cases in feehng satisfied of a man’s perfect responsibihty until his 
banking accotmt exhibits mdubitable evidence to the contrary ” 

A banker should always have general principles ; that is, he 
should have fixed rules for the government of his bank. He 
should know befoiehand whether he will or will not advance 
money on mortgage, or upon deeds, or upon bills of lading, 
or warrants ; or whether he will discount bills based upon un- 
commercial transactions, or having more than three months 
to mn. These are only a few of the cases m which a banker 
will find it useful to store his mmd with general prmciples. 
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One advantage of this adoption of general principles is, 
that it saves time. If a hanker can say, in reply to a cus- 
tomer, It IS contrary to the rules of our bank to advance 
money upon bills of lading,” the reply is conclusive. But if 
he had not previously adopted any rule upon the subject, the 
reply would have taken up much more time. Another ad- 
vantage is, that it gives decision of mind, and saves the 
banker from being “talked over” by any of his customers 
who may possess fluency of speech, or dexterity in debate. 
In this case, the banker whose mind is stored with general 
principles, though he may listen patiently to all his customer 
shall advance, will give the same reply which he would have 
given had the application been made in fewer words. 

But * although a banker ought to have a large stock of 
general principles — and this stock will increase as his ex- 
peiience increases — yet it may not be always wise to explain 
these principles to his customer. It is generally best, when 
a banker gives a refusal, to give no reasons for that refusal. 
Banking science is so little understood that the public gene- 
rally are unable to appreciate its principles. Besides, a man 
who wants to borrow money can never be convinced by 
reasoning that liis banker is right in refusing to lend it to 
him ; nor, m fact, did the banker himself acq[uire his know- 
ledge of banking by reasoning. He acquired it not by 
reasoning, but by experience ; and he must not expect that 
his customeis, who have had no expeiience, will, by reason- 
ing alone, readily acquiesce in the banking principles he may 
propound to them. In most cases, therefore, he had better 
keep his reasons to himself. 

But while we contend that every banker should have 
general principles, we do not say that in no possible case 
should he depart from them. But he should not look for 
such cases ; they are rare, and when they do occur they will 
force themselves upon his attention. If under shelter of the 
truism, “ All rules have their exceptions,” he depaits from 
his general principles whenever he finds it convenient or 
profitable to do so, he may as well have no general principles 
at all. 
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It seems desirable that a banker in a large city sliould 
mark out for bimself one or two main branches of business, 
rather than attempt to carry on banking in all its branches. 
We see this line of conduct adopted by some of the most 
eminent London bankers. A west-end banker will not dis- 
count a bill : a city banker will not lend money on mortgage. 
Different kinds of banking exist in different parts of the 
country, according to the character and circumstances of the 
district. And in London the classes of people are numerous, 
and it may be both proper and advantageous for a banker to 
adapt his mode of business chiefly to the requirements of 
some one particular class. Different banks may thus pursue 
different courses, and all be equally successful. 

A banker will exercise due caution m taking new accounts. 
He will expect the new customer to be introduced by some 
person to whom he is personally known. The more respect- 
able the introducer, the higher opinion will the banker enter- 
tain of the paity introduced. If a party apply to open an 
account without such an mtroduction, he is asked to give 
references to some well-known houses. He is expected to 
state to the banker the kmd of business in which he is en- 
gaged, and the extent of accommodation, if any, that he is 
likely to requme. He will state the kind and character of 
the bdls he will have to offer to discount, and mention any 
peculiarity in his business or cncumstances that may occa- 
sionally require especial consideration. It is a great folly m 
a party opening an account to make any representation that 
will not afterwards tmm out to be correct. Every banker is 
anxious to avoid taking shabby accounts ; and especially such 
as are opened for the purposes of fraud, or to obtain a fic- 
titious credit, or to get undue accommodation It is con- 
sidered to be not advisable to take the account of a paity 
who has another banker, especially if he opens the account 
for the piu’pose of getting additional discount. The object 
of a party keeping two bankers is usually to get as much 
accommodation as he can from each. If an account is 
brought from another bank, the reason of the removal should 
be distinctly stated, and the banker will accept or reject it, 
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according to circumstances. It is bad policy in a banker to 
attempt to di-aw away tbe connexions of another bank, by 
Differing them greater accommodation. It is also usually bad 
policy to take tbe accounts of parties residing at a distance, 
as tbeir transactions do not come under tb© notice of tbe 
banker; and tbe fact of tbeir passing by tbe banks m 
tbeir neigbbom-bood to go elsewhere, is one that should 
excite suspicion. It is not advisable for London bankers to 
take tbe accounts of private individuals who reside m the 
country. They should be referred to tbe bankers in tbeir own 
districts. 

- A small banker should not attempt to take large accounts. 
Banks, otherwise well administered, have been rumed by one 
large account. If this account requires accommodation, it 
will absorb the banker’s lunds, so that be will be compelled 
to stmt his other customers, or to have recourse to le-dis- 
count, or other modes of raising money. Even if it be only 
a deposit account, it may produce inconveniences. A small 
banker cannot so readily employ this large deposit profitably, 
and yet have it at command whenever required; and the 
additional amount he must keep in his till will be proportion- 
ably greater than would be kept by a large Ibanker. Thus, 
if 100,000?. be placed in a bank that has already 2,000,000?. 
of deposits, the additional sum kept in the till to meet daily 
demands may not be much incieased; but should it be 
lodged with a banker whose deposits are only 300,000?, the 
increase of notes to be kept m his tiE will be very consider- 
able. This shows that large deposits are not so profitable to 
small banks as to large ones. There is also a danger that a 
small banker will employ his large deposits m such a way as 
shall render him less leady to repay them punctually. In- 
stances have occurred of small banks bemg greatly incon- 
venienced by the repayment of large deposits, which had 
been placed in their hands by railway com]panies. It is piu- 
dent, therefore, in a banker to apportion the amount of his 
transactions to the extent of his business. 

A very important part of the business of a banker consists 
in the discounting of bills. The bills presented to a bank 
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for discount may generally be divided into tlie following 
classes — 

1st. Bills drawn by producers or manufacturers upon whole- 
sale dealers. 

2ndly. Bills drawn by wholesale dealers upon retail 
dealers. 

3rdly. Bills drawn by retail dealers upon consumers. 

4thly. Bills not arising out of trade, but yet drawn against 
value, as rent, &c. 

5thly. Kites, or accommodation bills. 

The first two classes of bills are the best, and are fair 
legitimate bills for bankers to discount. 

The third class ought not to be too much encouraged ; 
they are for comparatively small amounts, and are drawn by 
shopkeepers and tradesmen upon their customers. To dis- 
count these bills freely would encourage extravagance in the 
accepters, and ultimately prove injurious to the drawers. 
When a man accepts bills to his butcher, baker, tailor, up- 
holsterer, &o., he may fauly be suspected of living beyond his 
income Solvent and regular people pay their tradesmen’s 
accounts with ready money. 

The fourth class of bills, though sometimes proper, ought 
not to be too much encouraged. Persons out of trade have 
no business with bills. 

The last class of bills should always be rejected. To an 
experienced banker who knows the parties, the discovery of 
accommodation bdls is by no means difficult. They are 
usually drawn for even amounts, for the largest sum that the 
stamp will bear, and for the longest term that the bank will 
discount, and are presented for discount soon after they are 
drawn. The parties are often relations, friends, or parties who, 
fiom their avocations, can have no dealmgs with each other. 

Not only the paities and the amounts of bills are matters 
of consideration to a banker, but also the time they have to 
run before they fall due. A bill drawn for a long term after 
date is usually styled, not perhaps very properly, “ a long 
dated bill.” A bill drawn at a short term is styled, “ a short 
dated bill ” 



32 


A PmcUcal Treatise 


In doubtful cases, tbe banker, before discounting a bill, 
will probably look through his books, and satisfy himself with 
regard to the following inquiries — 

What is the character of the customer ? This inquiry will 
be answered from the Information Book. What is the usual 
balance of his cash accounts ? This will be answered by the 
Daily Balance Book. What amount has he now under dis- 
count? This wiU be answered from the Discount Ledger, 
and wiU suggest other inquiries. Is that amount greater or 
less than usual ? What proportion does that amount bear to 
the average amount of his cash balance^ Is the amount 
chiefly upon few parties, or is it divided among a number ^ 
Have their bills been discounted chiefly upon the strength of 
the customer, or upon the strength of other parties ? Are 
his bills generally paid ? He will then proceed to inquire 
about the other parties to the bill. What is the character of 
the accepter in the Information Book ? What is the nature 
of the transactions between the customer and the accepter, as 
far as can be ascertained ? Has he had any bills upon him 
before, and have they been punctually paid ^ Are there any 
bills upon him now runnmg, and how soon will they become 
due? 

In the discount of bills it is necessary to guard against 
forgeries. It has happened that parties carrying on a great 
business in London, have presented to their banker, for dis- 
count, bills drawn upon all parts of the country ; which bills, 
upon inquiry, have turned out to be purely fictitious. This 
is an additional reason for bankers making inquiiy about the 
accepteis of the bills they discount, even when they think 
they have reason to be satisfied with the drawers. Even this 
is no protection against forgery. Sometimes the name of a 
most respectable house in a provincial town has been forged. 
Where' the amount is large, therefore, it seems advisable to 
send the bill down to some banker in the town, and ask his 
opinion as to the genuineness of the signature. Of course in 
these, and many other cases m which a banker is liable to be 
cheated, much must depend upon personal discretion; no 
rules can be given for aU eases. 
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To facilitate the detection of forged cheques, it is advis- 
able that the banker should have a printed number placed 
on every cheque, in every cheque book, and keep a record 
of the name of the customer to whom each book is 
given. When a cheque with a forged signature appears, 
the banker can then turn to this registry, and see to 
which of his customers he had given out this cheque. This 
plan has been found useful m tracing forgeries that have 
been perpetrated by the ^lerks or servants of the party 
keeping the account Some bankers, moreover, place on 
their cheque books a printed label, requesting the customer 
will at all times keep the book under his own lock and key. 

To guard against forgery in the case of deeds or bonds, 
all these documents should be witnessed by an officer of- the 
bank. And when a letter of guaiantee is given by a third 
party, it should not be taken by the banker from the paity 
in whose favour it is given, but the letter should be signed 
at the bank, and the signature witnessed by one of the 
clerks. >•' 

A banker is also liable to loss from the alteration of 
cheques Tlie woids six, seven, eight, and nine, can easily 
be changed by the addition of y, or ty, into sixty, seventy, 
eighty, or ninety. Sometimes, too, when cheques are drawn 
for less than 10?., if a space be left open before the word? 
another woid may be introduced. Thus, a short time ago a 
cheque was diawn on a banker for 3?., and the party who 
obtained it wrote the word sixty before the word three, and 
thus cheated the banker out of 60?. Letters of credit, as 
well as cheques, have heretofore been altered, by the original 
sum being taken out, and a larger sum bemg substituted. 
This IS now prevented by staimng the paper with a chemical 
preparation. Country banks also stamp upon their drafts the 
words under ten pounds,” “ under twenty pounds,” and so 
on, to prevent an alteration to any sum beyond those 
amounts. 

The re-discounting of bills of exchange is an operation of 
much importance, and has a great influence on the monetary 

VOL. I. D 
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operations of the country. We quote from a former woik of 
our own upon this subject : — 

“Banks situated m agncnltiiral districts haye usually more money 
than they can employ Independently of the paid-np capital of the 
bank, the sums raised by cncnlation and deposits aie nsiially moie than 
the amount of then loans and discounts Banks, on the othei hand, that 
are situated m manufacturmg districts, can usually employ more money 
than they can raise Hence, the bank that has a superabundance of 
money, sends it to London, to be employed by the bill-brokers, usually 
receiving, m return, bills of exchang|f The bank that wants money 
sends its bills of exchange to London, to be re-discounted These banks 
thus supply each other’s wants, through the medium of the London bill- 
brokers ” 

But this principle of the i e-discount of bills has been, m 
some cases, grossly abused, by being employed to give a sort 
of vitality to dead loans A country banker lends upon 
mills and manufactories a larger amount of money than he 
can conveniently spaie , then he asks the manufacturer to 
accept a bill for the amount, whicli the banker gets discounted 
in London or elsewhere This bill, when due, is renewed, 
and the renewal is again replaced by another, and so the 
game goes on. As long as money is abundant all parties are 
pleased ; the manufacturer gets his advance, the banker gets 
his commission, and the London bill-broker gets employment 
for his funds. But a pressure comes. The London bill- 
broker can discount no more, because the funds placed m his 
hands by his depositors have been withdrawn. The banker 
cannot get the new bills discounted elsewhere, and is unable 
to take up the old bills that are returned to him with his 
endorsement. The manufacturer, of course, cannot pay the 
money; the banker stops payment, and the manufactuier is 
ruined. The places at which this system has been chiefly 
carried on, are Manchester and Newcastle-upon-Tyne ; and it 
is m these places that the greatest failures have taken place 
among the joint-stock banks. In fact, I believe it must be 
confessed, that the joint-stock banks have carried on this 
practice to a much greater extent than it was ever carried on 
by the private bankers. This has arisen from the greater 
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credit which they possessed: it is one of the forms of the 
abuse of credit. 

A Loudon banker is always anxious to avoid dead loans. 
Loans are usually specific advances for specified times, either 
with or without security. In London, advances are generally 
made by loans , in the country, by overdrafts The difference 
arises from the different modes of conductmg an account. 
In London, the banker is paid by the balance standing to the 
Cl edit of the account. A customer who wants an advance, 
takes a loan of such an amount as shall not require him to 
keep less than his usual balance. The loan is placed to the 
ciedit of his current accomit, until the time arrives for its 
lepayment, and then he is debited for the pnncipal and the 
interest The country banker is paid by a commission, and 
hence the advance to a customer is made by his overdrawing 
the account, and he is charged interest only on the amount 
overdrawn 

Loans are divided into short loans and dead loans. Short 
loans are usually the practice of the London bankers . a time 
IS fixed for their repayment. Dead loans are those for the 
payment of wLich there is no specified time ; or wheie the 
party has failed to make the repayment at the time agreed 
upon. In this case, too, the loan has usually been made 
upon dead — that is, upon inconvertible secmuty. Without 
great caution on the part of the banker, short loans are very 
apt to become dead loans A loan is first made for two or 
three months ; the time arrives, and the customer cannot pay ; 
then the loan is renewed, and renewed, and renewed, and 
ultimately the customer fails, and the banker has to fall back 
upon his securities The difference between short loans and 
dead loans may be illustrated by a reference to Liverpool 
and Manchester The Liverpool bankers make large advances 
by way of loan, but usually on the security of cotton. The 
cotton IS sold in a few months, and the banker is paid At 
Manchester, the banker advances his loans on the security of 
mills and manufactories , he cannot get repaid ; and after a 
while the customer fails, and the mill or manufactory, when 
sold, may not produce half the amount of the loan. 
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Dead loans are sometimes produced by lending money to 
rich men. A man of moderate means will be anxious not to 
borrow of Ins banker a loan wbicli he will not be able 
punctually to repay, as the good opinion of his banker is 
necessary to his credit. But a man of piopeity has no 
scruples of the kind he has to build a house, to improve his 
estate, or to extend his manufactoiy ; and he is unreasonable 
enough to expect that his banker will supply him with the 
necessary funds He believes it will be only a temporary 
advance, as he will shortly be m possession of ample means. 
The banker lends the sum at first desired ; more money is 
wanted ; the expected supplies do not arrive ; and the 
advance becomes a dead lock-up of capital. The loan may 
be very safe, and yield a good rate of interest, but the banker 
would rather have the money under his own control. 

Dead loans are sometimes produced by lending money to 
parties to buy shares in public companies. Theie was too 
much business of this kind transacted by some bankers a few 
years ago. The party did not at first, perchance, apply to 
ins banker to enable him to purchase the shares , but the 
calls were heavy, and his ready money was gone; he felt 
assured, however, that in a short time he should be able to 
sell his shares at a high profit ; he persuaded his banker to 
pay the calls, taking the shares as security Other calls 
were made, which the banker had to pay The market fell ; 
and the shares, if sold, would not pay the banker’s advances. 
The sale, too, would have caused an enormous loss to the 
customer. The advances became a dead loan, and the 
banker had to wait till a favourable opportunity occurred for 
realizing his security. 

In this, and in other ways, a banker has often much 
difficulty with customers of a speculative character. If he 
refuses what they ask, they remove their account, and give 
him a bad name; if he grants them then desiies, they 
engage m speculations by which they are ruined, and pio- 
bably the banker sustains loss. The point for the banker to 
decide is, whether he will lose them or rum them. It is 
best m tins case, for the banker to fix upon what advance he 
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should make them, supposmg they conduct their affairs 
prudently, and if they are dissatisfied with, this, he had 
better let them go ; after they have become bankrupts he 
will get credit for his sagacity. 

The discounting of bills is an ordinary matter of business, 
and the banker has only to see that he has good names to his 
bill , but in regard to loans, a banker would do well to 
follow the advice which Mr. Taylor gives to individuals, and 
not to make a loan, unless he knows the purpose for which it 
IS bon owed, and to form his own judgment as to the wisdom 
of the party who borrows, and as to the probability of his 
having the means of repayment at the time agreed upon. 

'' Never lend money to a fnend, unless you are satisfied that he does 
wisely and well in bon owing it Borrowing is one of the most ordmaiy 
ways m which weak men sacrifice the future to the present, and thenco 
it IS that the gratitude foi a loan is so jiroverbially evanescent for the 
future, becoming present m its turn, will not be well pleased with those 
who have assisted m doing it an mjiu'y By conspumg with your fnend 
to dofiaud his future self, you natuially mcui his futime displeasure 
To withstand solicitations for loans is often a great trial of fiimness , the 
more especially as the pleas ’and pietexts alleged are geneially made 
plausible at the expense of truth, for nothing bieaks down a man’s 
truthfulness more suiely than pecuniary cmbariassment — 

‘ An unthrift was a liar fiom all time , 

Never was debtor that was not deceiver ’ 

The refusal which is at once the most safe from vacillation, and peihaps 
as httle apt to give offence as any, is the pomt-blahk refusal, without 
reasons assigned— reasons — weak men, under the bias of self-love, will 
always imagine themselves competent to contiovert "* 

Sometimes, when an advance of money is wanted for two 
or tbiee months, the paity gives a note of hand This is 
better than a mere loan, as it fixes tlie time of payment, and 
keeps the transaction fresh in the recollection of the boriower. 
But care must be taken that the note, by lepeated renewals, 
does not in fact become a dead loan Hence, when a renewal 
cannot be avoided, attempts should be made to reduce the 


‘ Notes from Life,’ by Tayloi, 
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amount. When public companies, of only a short standing, 
and not fully constituted, wish to borrow money of their 
banker, it is sometimes expedient to take the joint and 
several promissory note of the directors. By this means the 
banker avoids all knotty questions connected with the law of 
partnership ; and the directors will, for their own sakes, see 
that the funds of the company shall, in due time, be rendered 
available for the repayment of the loan. 

We have said that dead loans are usually advanced upon 
inconvertible security. Sometimes that security consists 
of a deposit of deeds relating to leasehold or freehold pro- 
peity. In London, however, this kind of security is not 
considered desirable, and the following rules are usuaUy ob- 
served • — 

No advances are made upon the security of deeds alone ; 
they are taken only as collateral security ; and then only to 
cover business transactions, and in cases where the parties 
are supposed to be safe independently of deeds. 

The value of the property should be much higher than the 
sum it is intended to guarantee. When this is tlie case, and 
the parties fail, their creditors may take the deeds, and pay 
the debt due to the bank. The main use of taking deeds is 
to have something to fall back upon m this way. A customer 
should never receive more accommodation from having de- 
posited his deeds than that to which he is legitimately 
entitled. No banker takes deeds if there is the slightest 
probability of his being compelled to realize the property, as 
the legal difficulties are very great. 

In all cases in which deeds are taken, they are submitted 
to the inspection of the banker’s solicitor, who makes a 
written report upon the value of the property, as far as it can 
be discovered by the deeds, and upon its legal validity as a 
security to the bank. 

The rule of a banker is, never to make any advances, 
directly or indirectly, upon deeds, or any other dead security. 
But this rule, like all other general rules, must have ex- 
ceptions, and when it is proper to make an exception is a 
matter that must be left to the discretion of the banker. 
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He sliould, lioweyer, exercise tliis discretion witli caution and 
prudence, and not deviate from tlie rule witliout a special 
reason to justify such deviation. 

Among country bankeis, m agricultural districts, advances 
upon deeds are not considered so objectionable as in London. 
A landed proprietor, who wants a temporary advance, jilaces 
his deeds in the hands of his banker, and takes what he 
requires. The banker thinks he can have no better security ; 
but the loan is usually for only a moderate amount, and is 
paid off within a reasonable time. In the country the 
character and circumstances of every man is known. A 
landlord who wants an advance to' meet immediate demands, 
until his rents come in, seems fairly entitled to assistance 
from his banker. But should a landlord who is living 
beyond his income, ask for an advance almost equal to the 
value of his deeds, he would not be likely to obtain iL It is 
not now illegal to charge higher than five per cent, on 
discounts or loans made on the security of deeds, as by the 
Act 17 and 18 Yic c. 90, passed in 1854, all laws against 
usury are repealed. 

Another kind of security is bills of lading, and dock 
warrants. Advances upon secmuties such as these must be 
considered as beyond the rules which prudent bankers lay 
down for their own government; they can only be justified 
by the special circumstances of each case. In advancing 
upon bills of lading, the banker must see that he has all the 
hills of the set ; for if he has not all, the holder of the absent 
biU. may get possession of the property. It is also necessary 
that he have the policy of assurance, that, in case the sliip be 
lost, he may claim the value from the insurers. In advances 
upon dock warrants, the banker should know that the value 
of the goods is equal to his advances, and will also give him 
a margin, as a security against any fall in the market price. 
But, in truth, no banker should readily make advances upon 
such securities. Now and then he may take them as col- 
lateral security, for an advance to a customer who is other- 
wise respectable. But if a customer requires such advances 
fiequently, not to say constantly, it shows that he is con- 
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dtioting Hs business in a way that will not ultimately be 
either for his own adyantage, or that of his banker. 

A banker should never make any advances upon life 
policies. They may become void, should the party commit 
suicide, 01 die by the hand of justice, or in a duel ; or if he 
go without permission to certain foreign countries. The pay- 
ment may be disputed, upon the ground that some deception 
or concealment was practised, when the policy was obtained. 
And, in all cases, they are dependent upon the continued 
payment of the premiums. The value of a policy, too, is also 
often overrated The insured fancies that his policy increases 
in value in exact proportion to the number of premiums he 
has paid; but if he offers it to the company, he will find 
that he gets much less than he expected. The policy is 
valued in a way that remunerates the office for the risk they 
have run during the years that are past ; and the valuation 
has a leference only to the future. Thus, if a man, at 20 
yeais of age, msures his life, the expectation, or probability 
of life, as it IS called, that is, the number of years he is likely 
to live upon the general average, is, according to the ISTorth- 
ampton tables, 33 If he wishes his representatives to 
receive 1,000? at his death, he will pay a propoitionate 
annual premium. "When 40 years of age, he will have paid 
twenty premiums, and he may fancy that his policy is worth 
the total amount of the premiums. But the pohcy is valued, 
not with reference to the past, but with reference to the 
future. At 40 years of age his “expectation of life” is 
not 13, but 23 yeais. It is then calculated, that 23 years 
hence the policy will be entitled to 1,000?. ; but that the 
annual premiums must be paid in the meantime. The 
value of the policy, therefore, is the present value of this 
1,000?. less the present value of all these annual payments. 
Should he wish to sell his policy when he is 60 years of age, 
he will find that it is proportionably less valauable, for his 
expectation of life will still be 13 years. A short rule for 
ascertaining the expectation of life, according to the North- 
ampton Tables, is to take the age from the number 86, and 
then divide by 2. The value of a policy is generally about 



on Banidng. 41 

one-tliird of the amount of all the premium^ that have been 
paid. 

There are certain signs of approaching failure, which a 
banker must observe with reference to his customers. Thus 
— if he keeps a worse account than heretofore, and yet wants 
larger discounts — if the bills ojffered for discount are drawn 
upon an inferior class of people — ^if, when his bills are un- 
paid, he does not take them up promptly — he pays his 
money late in the day, just m time to prevent his bills or 
cheques being returned through the clearmg ; but, above all, 
if he IS found cross-firing : that is, drawing bills upon parties 
who at the same time draw bills upon him; as soon as 
a banker detects a customer in fair credit engaged in this 
practice, he should quietly give him reason for removing his 
account. 

Sometimes two parties, who keep different bankers, will 
adopt a practice of exchanging cheques. Their cheques are 
paid into the banks too late to be cleared on the same day , 
and hence the parties’ accounts appear better the next day 
than they otherwise would be Some failing parties, too, 
have recourse to foiged or fictitious bills, which they put into 
circulation to a large amount. The best way for a banker to 
guard agamst loss from this practice is, to mqmre m all cases 
about the accepters of the bills that he discounts, not only 
when his customers are doubtful, but even when they are 
deemed respectable. Indeed, it is only people in good credit 
that can pass fictitious bills. 

The banker’s rule is, that they who have discounts must 
keep a proportionate balance • tMs is useful, as the amount 
of balance kept is an indication of the circumstances of the 
party. When a customer has heavy discounts, and keeps but 
a small balance, it may usually be inferred that he is either 
embarrassed in his affairs, or he is tiadmg beyond his capital. 

The operation wL«4c is called “ nursing an account,” some- 
times requires considerable prudence, tact, and perseverance. 
A banker, having made considerable advances to a customer, 
suddenly discovers that the party is not worthy of the confi- 
dence he has placed in him. If these advances should be 
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called up, or discontinued, tlie customer will break, and tbe 
banker sustain loss. The banker must be governed by tlie 
circumstances of eacli case. It is sometimes best to continue 
to discount the good bills, and refuse those of a different 
character; and thus gradually weed the account of all the 
inferior securities. Sometimes he may get the customer to 
stipulate that he will dimmish his advances by certain fixed 
amounts, at certain periods ; and thus, by alternately refusing 
and complying, the banker may at length place himself m a 
state of security. At other times, the banker may offer to 
make still further advances, on condition of receivmg good 
security also for what has been already advanced. This plan 
is advisable when the additional advance is not propor- 
tionably large, and the secuiity is not inconvertible, other- 
wise the plan is sometimes a hazardous one. It requires 
some courage to look a loss in the face. And it has occurred 
that a banker, rather than sustain a small loss, will consent 
to make a further laige advance upon mconvertible security , 
and the locking up of this large advance for an indefinite 
period has proved the greater evil of the two. In fact, some 
of the largest losses of fallen banks have been made m this 
way. They have, m the first instance, made an imprudent 
advance ; rather than sustain tins loss at once, they have 
made a further advance, with a view to prevent it. The 
advance has at last become so large, that if the customer 
falls, the bank must fall too , for the sake of self-existence, 
further advances are then made ; these too are found in- 
effectual, and ultimately the customer and the bank fall 
together. 
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SECTION Y. 

THE ADMINISTEATIOH OF A BAHK WITH EEGAED TO PEO- 
CEEDINGS OH BILLS OP EXCHANGE. 

When a banker has discounted a bill, it is handed to the 
accountant, who will see that it is drawn on a right stamp. 
The accountant will read it through, and see that it is 
properly drawn, and will observe that the sum in writing 
corresponds with the sum expressed in figuies, and that no 
alteration has taken place in the amount, the date, the term, 
or the place at which it is made payable ; for these are 
material alterations, and would affect the validity of the bill. 
He will then calculate the time at which it falls due, and 
place this date upon the bill, or, if it was there before, he will 
check it, and see that it is right. He will then turn it over, 
and see that it is indorsed by the party in whose favour it is 
drawn, and also that the subsequent indorsements are regular 
and properly spelled , for if there be a variation of a single 
letter in the spelling of a name, the payment of the bill 
could not be legally enforced. He wiU also observe that the 
bill is indorsed by the party for whom it is discounted. He 
will then pass the bill through the books,* and at the close 
of the day deliver it with the others to the banker. The 
banker will, on the following morning, put these bills away 
in his bill-case according to the dates at which they faU due. 
This point should be recollected by persons who have to get 
bills from a banker before they are due ; for, after they have 
given the amount and the names, the next question asked 
them will be, “ When is it due ?” for among a multitude of 
bills, the only w^ay of readily finding any individual bill is to 
turn to those that faU due on the same day. Every day the 
banker looks out the bills that fall due on the following day, 
and hands them to the chief clerk (or, in some cases, the 
chief clerk himself has the charge of the bills), who, after 
* These hoots aie described m the Section on Banking Book-keeping 
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checking them against the books, distributes them among 
the clerks who are to collect them. If the bill be not paid, 
it IS noted on the same eyemng, and on the following 
morning returned to the customer for whom it was discounted, 
and his account is debited for the amount. But if the paity 
has not the sum to his credit, and the banker does not like 
to trust him, he merely receives notice of its dishonour , and 
notice IS also given to every other party to the bill, with a 
demand for immediate payment. The bill has now become 
that hated object, a “ past due bill and after a while, if the 
paities are supposed to be “ worth powder and shot,” it is 
handed to the bank’s solicitor 

I shall give a short description of Bills of Exchange, and 
notice a few of those points of law and of business nhich aie 
of most importance to practical bankers. 

A bill of exchange is a written order from one peison to 
another, directing him to pay a sum of money either to the 
drawer or to a thu’d person at a future time. This is usually 
a certain number of days, weeks, or mouths, either after the 
date of the biU, or after sight; that is, after the person on 
whom it is drawn shall have seen it, and shall have written on 
the bill his willingness to pay it. The party expresses this 
willingness by writmg on the bill the word “ accepted” and his 
narde. If the bill be drawn after sight, he also writes the 
date of the acceptance. 

If the party in whose favour the bill is drawn wishes to 
transfer it, he writes his name on the back. This is called 
an indorsement ; and may be either special or general. A 
special indorsement is made to a particular party ; as, ‘‘ Pay 
to Messrs. John Boe*& Oo or order” A general, or blank 
indorsement, is when the person merely writes his name. It 
is held by the lawyers* that a special indorsement cannot 
follow a general indorsement, and that in such a case the 
holder may sustain an action for the amount, though the bill 

* If a "bill be once indorsed in blank, tbougb afterwaids mdoised m Ml, it 
■will still as against the dra-wei, the payee, the acceptor, the blank indorser, and 
all indorseis befoie him, he payable to heaier, though as against the special 
indorser himself title must be made through Ins indoisee . — Serjeant Bytes on 
Bills of Exchange, p. 115. 
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be not indorsed by tbe paity to wliom it is thus specially 
assigned. In practice, however, tins is very common ; and 
bankers always refuse to pay bills not properly indorsed, 
even thoiigli previous indorsements may be general. But, in 
regard to post bills, tlie Bank of England pays no regard 
to any special indorsement that may follow a general in- 
dorsement. 

The following is the form of a Bill of Exchange * — 


£1000. 

London, Is# of May, 1827 

Tiuo months after date, pay to the o^der of Messts Quich, 

Achve, & Go {or me or my order) the 
for value received. 

sum of One Thousand Pounds, 

Hearty, Jolly, & Go. 


Accepted, payable at 

To Messrs John Careful & Go. 

Messrs Steady <& Go., Bankers. 

Southioark. 

John Gateful& Go 


A Promissory Note is as follows : — 


£1000. London, Is# of May, 1827. 

Two months after date, we jp? cymse to pay Messi s Beat ty, 
Jolly, & Qo , or theit order, the sum of One Thousand Pounds, fot value 
received 

John Oateful & Go 

At Messrs Steady Go., 

Banhers, 

Lombard Street. 


The acceptance is usually written across a bill, but should 
always be on the front, not on the back of the bill. An 
indorsement, as the name implies, should be placed on the 
back. 

The person who draws a bill is called the drawer; the 
person on whom it is drawn is called the drawee * after the 
bill IS accepted the drawee is called the accepter. The person 
who indorses a bdl is called the indorser , the person to 
whom it IS indorsed is the indorsee. The person who pays 
a bill is the payer; the person to whom it is paid is the 
payee. These and similar terms may be illustrated by a 
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circiimstance said to liave occurred on tbe cioss-examination 
of a witness, on a trial respecting a mortgage — Counsellor- 
^'JSfow, sir, you are a witness m this case; pray do you know 
the diiference between the mortgager and the mortgagee 
— Witness. “To be sure I do. Por instance, now suppose I 
nod at you, I am the nod-er, and you are the nod-ee.” The 
word discountee, denoting the person for whom a hill is dis- 
counted, is not used in England, but I observe in the par- 
bamentaiy evidence that it was employed by some of the 
witnesses from Scotland. 

All bills, except those payable on demand or at sight, are 
allowed three days’ grace. Thus, a bill drawn at two months 
from the 1st of May, will fall due on the 4th of July ; but if 
that day be a Sunday, or a public holiday,’*^ the bill will be 
due on the day before. Some bills, instead of being drawn 
after date or sight, state the time of payment, as “ On the 
frst of August pay, &c.” These bills are allowed the usual 
thiee days of giace. Such a bill would fall due on the 4th of 
August. 

Some parties, when they indorse a bill, write at bottom, 
“ In case of need, apply to Messrs. 0. D. & Co ” That is, if 
the bill be not paid when due, Messrs. 0. D. & Co. will on 
the day after it is due pay it for the honour of the indorsers. 
The notaries always observe the “ cases of need ” upon the 
bills that come into their hands, and apply to the proper 
paities. The advantage of placing a case of need upon a bill 
is, that the party endorsmg it leceives it back sooner m case 
of non-payment. It also makes the bill more respectable, 
and secures its circulation. 

Were it not for the space it occupies, it would be very 
desirable that the indorser of a bill of exchange should be 

* To remove all doubts upon this subject, an Act of Pailiament was passed 
(7tli & 8th. Geo TV chap, 5), which enacts “that fiom and after the tenth day 
of April, one thousand eight bundled and twenty-seven, Good Fnday and 
Ohnstmas-day, and eveiy day of fa&t oi thanksgiving appointed by his Majesty, 
IS add shall foi all puiposes whatevei, as legaids bills of exchange and piomis- 
soiy notes, be treated and considered as the Lord’s-day, commonly called Sun- 
day ” This Act does not extend to Scotland, but it has since been extended to 
Ii eland Tins Act does not vitiate a bdl dated on a Sunday 
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compelled to state also his address. This would preyent 
forged and fictitious indorsements, and give a banker who 
discounts a bill, a better opportunity of ascertaining the 
respectability of the parties In case, too, the bill was un- 
paid, he might immediately apply to all the indoisers, whereas 
now he has to find them out in the best way he can The 
indorsers and drawer of a bill would have earlier notice of its 
non-payment, and have a better opportunity of obtaining 
their money from the antecedent parties 

Bills are divided into Inland and Foreign. Inland bills 
are those in which both the drawer and the accepter reside 
in England. Bills drawn from Scotland, or Ireland, are 
considered as foieign bills. If a foreign bill be refused ac- 
ceptance or payment, it should be immediately protested 
and returned. An inland bill is only noted, and then only 
when refused payment. A foreign bill may be accepted 
verbally, or by letter ; but no acceptance of an inland bill is 
valid, unless written upon the bill itself.* 

When a merchant in one country draws bills upon a mer- 
chant residing in another country, he usually draws them in 
sets that is, he draws two, three, or more bills of the same 
tenor and date These bills are sent to his correspondent by 
different ships. Thus he secures the swiftest conveyance, and 
his remittances will not be delayed by any accident that may 
happen to an individual ship. In drawing these bills, it is 
always expressly stated whether each bill be the first, second, 
or third of a set, as, “Pay this my first of exchange (the 
second and third not being paid).” On the payment of any 
one bill, the others are of no value. If a merchant, say at 
Pans, has a set of biUs drawn on a merchant at London, he 
will sometimes send over the first bill to his correspondent in 
London, to get it accepted, and to retain it until claimed by 
the holder of the second. The merchant at Pans will then 
write on the second bill, that the first lies accepted at such a 
house in London. He will then sell it or pay it away. By 
this means he is sure that the bill he negotiates will not be 
returned to him, and greater value is given to his bill, not 
* See 1 & 2 Greo IV cap. 78. 
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only as it lias the additional security of th.^ accepter’s name, 
but, if it be dra'wn after sight, it mil become due so much 
the sooner. When the second bill arrives in London, the 
holder takes it to the house where the first is deposited, and 
it is immediately given up to him. 

Foieign bills aie often di’awn at a ‘^usance” after date. 
A usance from Amsterdam, Rotterdam, Hamburgh, or any 
place in Germany, is one month ; from France, thirty days ; 
from Spam and Portugal, two months , from Sweden, 
seventy-five days; from Italy, three months. Where it is 
necessary to divide a month upon a half usance, which is 
the case when the usance is either one month or three, the 
half month is always fifteen days. Bills drawn from Russia 
are dated according to the old style, and twelve days must be 
added to the date, in order to ascertain at what time they 
fall due. 

A bill is sometimes accepted for the honour of the drawer, 
or of one of the indorsers. Thus, if a bill fiom Hamburgh 
be drawn upon a person in London, who refuses to accept 
it, another party, knowing the drawer or one of the indorsers 
to be a lespectable man, may accept the bill himself, for the 
honour of the party with whom he is acquainted. By this 
means he prevents the bill bemg returned with expenses. 
This kind of acceptance renders him liable to pay the bill on 
the day after it is due, but he can afterwards recover the 
amount from the party for whose honour he has accepted it, and, 
of course, from all preceding parties. But, to secure himself, 
he must not accept the bfil until after it has been protested 
for non-acceptance, and he must write, “ Accepted for the 
honour of A. B. & Co.” upon the face of the bill. And when 
the bill IS due, he must not pay it, until it has been presented 
for payment to the drawee. 

Bills accepted, and made payable at a banking-house, in 
the usual manner, without the addition of the word only, 
may be presented either at the bankmg-honso, or at the 
residence of the accepter. In either case, it is a legal pre- 
sentment,* as far as regards the accepter. In practice, how- 
* 1&2 Greo IV cap 78 
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ever, bills are always presented at the place where they are 
made payable. If a bill be addressed to a banbng-house or 
any other place okly, the payment cannot be enforced until 
it has been presented at that place. If any particular place 
of payment be mentioned in the body of a promissory note, it 
must be presented there 

When bankers receive any unaccepted bills, they send 
them out for acceptance, if they have four days to run. 
They are left at the house of the drawee, and are called for 
on the following day. On the day the bills are due, the 
tellers present them in the morning, at the place where they 
are made payable. If not paid when presented, they leave 
a printed notice or direction, of which the following is a 
copy .— 


Bill for £i 
Drawn ly Mr. 

On Mr 

Lies due at Messrs. Steady <& Oo , 

JSfo Lomlai d Street 


Please call between Two and Four dclocle 


If not paid by five o’clock, the bill is sent to the notaiy’s. It 
is brought to the banking-house the following morning, with 
the notary’s ticket attached to it, stating the reason why it is 
not paid. The bill is then returned to the customer. If it 
be a foreign bill, that is, drawn from any foreign land, it 
must be protested. Toreign bills are also protested for non- 
acceptance , but inland bills are not, nor even noted, but the 
party who remitted the bill to the banking-house is advised 
of the circumstance. 

By the Act 16 and 17 Vic. c. 59, it is enacted that drafts 
or orders for the payment of any sum of money to the bearer 
on demand, shall be liable to a stamp duty of only one fenny. 
*By the same Act, bankers are allowed to state in their deposit 
receipts the rate of interest allowed for any sum of money 
placed in their hands, without being subject to stamp duty. 

VOL I. E 
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The following is the form of a Draft or Cheque : — 

No. 457. Landm, May 1, 1827. 

Messrs, Eope, Eich, & Oo. Lomlard Street. 

Pay John Doe, Esq. or hearer, the sum of One Hundred Pounds 

£100. Peter Thrifty & Oo 

The words or bearer ” are essentially necessary, or the 
draft must be ^rawn on a stamp, and indorsed by the party 
who receives it. 

A bill given for an illegal consideration cannot be enforced 
by the drawer, but it may be enforced by an innocent holder 
who had no knowledge of the illegal consideration, and who 
received the bill before it was due. The principal illegal 
considerations are those aiising from usury, gamblmg, and 
smuggling. But by the Act 17 and 18 Vic. c. 90, passed in 
the year 1854, the laws of usury are abolished. 

The following are the Tables of Stamp Duties upon Bills 
of Exchange, corrected down to, and including 27 and 28 
Vic. cap. 56, 1864. 

Bill of Exchange {Irdmd), payable in any other way than to bearer on 
demand. 


Not exceeding 

£5 



£0 

0 

1 

Exceeding 

5 

and not exceeding 

£10 

0 

0 

2 

„ 

10 

„ „ 

25 

0 

0 

3 

„ 

25 

„ „ 

60 

0 

0 

6 

,, 

50 

» >3 

75 

0 

0 

9 

„ 

75 

„ „ 

100 

0 

1 

0 

„ 

100 

„ „ 

200 

0 

2 

0 

„ 

200 

„ „ 

300 

0 

3 

0 

„ 

300 

„ „ 

400 

0 

4 

0 

„ 

400 

„ „ 

500 

0 

5 

0 

„ 

600 

1) » 

750 

0 

7 

6 

„ 

750 


1000 

0 

10 

0 

„ 

1000 

„ „ 

1500 

0 

15 

0 

„ 

1500 

„ „ 

2000 

1 

0 

0 

„ 

2000 

„ „ 

3000 

1 

10 

0 

„ 

3000 

» « 

4000 

2 

0 

0 

„ 

5000, 

then for every £1,000, 

or part of 






£1,000 . 


0 

10 

0 
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Bill of Exchange, Draft or Order {Foreign)— Dxomi. or endorsed, or 
negotiated ont of the United Kingdom, for the payment of money, 
on demand or othermse -within the Umted Kmgdom, same dnty as 
on an Inland Bill np to £100, then for every £100 or fractional part of 
£100 . . . . ... £0 1 0 

The payors of Foieign Bills to cancel adhesive stamp hy 'writmg 
“ Paid ” thereon 

Bills of Exchange {Foreign ) — Drawn m, but payable out of the United 
Kmgdom 

If drawn singly, or otherwise than m a set of three —Same duty as on 
an Inland Bill 

If drawn m sets of three, for every Bill of each set 


Not exceeding 

£25 



£0 

0 

1 

Exceeding 

25 

and not exceeding 

£^0 

0 

0 

2 

„ 

50 

33 33 

75 

0 

0 

3 


75 

33 33 

100 

0 

0 

4 


100 

33 33 

200 

0 

0 

8 


200 

33 33 

300 

0 

1 

0 


300 

33 * 33 

400 

0 

1 

4 


400 

33 33 

500 

0 

1 

8 


500 

33 33 

750 

0 

2 

6 

33 

750 

33 33 

1000 

0 

3 

4 

33 

1000 

33 33 

1500 

0 

5 

0 

j; 

1500 

33 33 

2000 

0 

6 

8 

33 

2000 

33 33 

3000 

0 

10 

0 


3000 

33 33 

4000 

0 

13 

4 

33 

4000 then for every BiU of the set 





for 

every £1,000, or part of £1,000 

0 

3 

4 


Promissory Note, — Same Scale as Bills of Exchange payable in any 
other way than to bearer on demand. 

Bills of Exchange and Promissory Notes cannot be stamped after they 
are signed, unless impressed with stamps of wrong denomination but 
sufficient value. 

Draft or order (Inland), for payment of money to bearer oi to order, 
on demand All documents, termed letters of credit, wheieby any 
person shall be entitled to draw upon any other for any sum of money 
therein mentioned . , . . £0 0 1 

Drcft, or Order, for payment of money to beaier or to order dra-wm on 

any banter . £0 0 1 

“ The holder of any bill of exchange dra-wn out of the Umted Kmg- 
dom, and not havmg a proper adhesive stamp afSxed theieon as herein 
directed, shall, before he shall present the same foi payment, or indoise, 
transfer, or in any manner negotiate such bill, affix thereon a proper 

E 2 
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adhesive stamp for denotoig the duty hy this Act charged on such hill , 
and the person who shall indorse, transfer, or negotiate such hill shall, 
before he shall dehvei the same ont of Ins hands, onstody, or power, 
cancel the stamp so affixed hy wiitmg thereon his name or the name of 
his firm and the date of the day and year on which he shall so write the 
same, to the end that snch stamp may not he again nsed for any other 
purpose , and if any person shall present for payment, or shall pay or 
mdorse, transfer, or negotiate any snch hill as aforesaid whereon there 
shall not he such adhesive stamp as aforesaid duly affixed, or if any 
person who ought as directed hy this Act to cancel such stamp in man- 
ner aforesaid sh^ refuse or neglect so to do, such person so offending 
in any such case shall forfeit the sum of fifty pounds , and ‘no person 
who shall tahe or receive from any other person any such bill as afore- 
said, either m payment or as a security, or hy puichase or otherwise, 
shall he entitled to recover thereon, or to make the same available for 
any purpose whatever, unless at the time when he shall so take or re- 
ceive such hill there shall he such stamp as aforesaid affixed thereon 
and cancelled m the manner hereby chreoted 

If a woman accepts a hill, and is mairied before it becomes 
due, her husband may be sued for the amount, but she can- 
not. If a bill be indorsed to a woman, who aftei wards 
mairies, her husband must indorse the bill, unless she in- 
doises it as the agent and by the authority of her husband. 
Should she have occasion to sue any of the antecedent parties 
to a bdl, the action must be brought m the name of the hus- 
band, or else in the joint names of the husband and the wife. 
If a woman who is actually mairied accepts a bill by and 
with the authority of her husband, the acceptance is binding 
on the husband; but if she accepts a bill without his au- 
thority, he cannot be legally compelled to pay it, unless it 
were given for articles necessary to her support. 

A person under twenty-one years of age, whether accepter, 
-vArawer, or indorser of a bill of exchange, cannot be sued at 
law, except the bill be drawn upon him for necessaries , but 
if he draw'a bill, and transfer it to a third person, the third 
party may sue the accepter The term “necessaries” is 
generally considered to include not only those things which 
are essential to existence, but those also which are suitable to 
the rank of the party. Many articles are consideied neces- 
sary to the son of a nobleman which would not be necessary 
to a man of an inferior station in society. 



If tlie drawee refuse to accept a biU, tbe bolder may im- 
uiediately bring an action for tbe amount against all tbe 
other parties, without waiting until tbe bill becomes due 
And should the word “ at ” be written before tbe name of 
the drawee, it makes no difference, esiiecially if it be written 
in such a manner as if designed to escape observation. But 
it IS tbe practice of tbe London bankers to bold bills refused 
acceptance, and meiely give notice of tbe ciicumstance to 
the paity who sent it to tbe bank. If, however, it be an 
inland bill, drawn after sight, the bill is noted for non-accept- 
ance If it be a foreign bill, it is protested, and the protest 
sent to tbe last indoiser. If the bill be not paid when due, 
it IS then protested for non-payment, and with tbe second 
protest returned to the last indorser. WTien a biU is drawn 
after sight, tbe day on which it is noted or protested for non- 
acceptance, IS regarded as tbe day on which tbe drawee has 
seen it, and tbe time on which it will become due is calcu- 
lated accordingly. 

If tbe accepter, drawer, and all tbe indorsers to a bill 
become bankrupts, tbe holder may prove for tbe full amount 
under each commission, and receive a dividend under each, 
provided he do not leceive altogether more than 20s in tbe 
pound. But if he receive a dividend under one commission 
before proving under tbe others, be can only prove for the 
balance. 

If a bill be lost, immediate notice should be given to tbe 
accepter, and to the bankers or other parties at whose bouse 
it may be made payable. If, after such notice, they pay tbe 
bill to any person who has not given value for it, they are 
accountable to the loser. But a person who has given value 
for a lost or stolen bill, to a thief, or to a finder, can recover' 
the amount from all tbe parties in tbe same way as though 
he had received it in tbe course of business from tbe last 
indorser, provided the biU was not specially indorsed. But 
if it was specially indorsed, and tbe thief or finder should 
have forged the indorsement, the bolder cannot recover the 
amount, even though be may have given value for the bill, 
but he must sustain the loss 
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If a lost bill should liaye been specially indorsed, or if the 
loser can proye that the bill has been destroyed, he can bring 
an action against the accepter for the amount. But if he 
cannot prove that the bill is actually destroyed, and it was 
indorsed in blank, he cannot recover from the accepter. For 
it is possible that a finder may pass it for a valuable consider- 
ation to another party, who would thus be a Iona fide holder, 
and might compel the accepter to pay him the amount. In 
this case, therefore, the loser has no redress in law, but he 
may apply to a court of equity, and might obtain an order 
uj)on the accepter to pay the amount of the lost bill upon 
receiving a satisfactory indemnity. The loser of a bill 
should cause payment to be demanded from the accepter the 
day it falls due, and give notice of dishonour to the drawer 
and indorsers, in the same way as though he had the bill in 
liis possession. 

A country banker gave change for a Bank of England 
note for 1001. which had been stolen. It was done at the 
time of the races, and immediately on opening the bank. 
The party who brought it stated he had some bets to pay 
at the 1 ace-course, and gave a fictitious address, which was 
written on the note. The loser of the note brought an 
action against the banker, and recovered the amount. The 
judge who tried the cause, stated that in his opinion there 
had been laches, i.e., neglect on the part of the bankers in 
not making further inquiry, and under his direction the jury 
returned a verdict for the plaintiff. 

Keferring to the above decision, Sergeant Byles observes : — 

" But it IS now definitely settled that if a man takes honohtly an uistrn- 
ment made or become payable to bearer, lie has a good title to it, Avith 
whatever degree of negligence he may have acted, unless his gross 
neghgence induce the jury to find ftaud.”* 

Tlie following case was tried in the Oouit of Queen’s 
Bench . — 

The question involved was the nght of money-changers to take Bank 
of England notes in disregard of notices that they had been stolen The 
action was brought by Messrs Adam Spielmann and Co , of London, as 
*■ Bylcfa on Bills of Excluiigc, page 12G 
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correspondents of Messrs. Meyer Spielmann and Co , of Paris, to recoTer 
tlio amount of two Bank of England notes for 500Z each., which had 
formed jpoitions of notes, for the value m all of 3,000? , stolen fioni 
Messrs Brown, Shipley and Co , of Liverpool The notes were stolen in 
November, 1852, and it was proved that notices of the robbery were 
delivered at the places of husmess of both firms. One of the notes was 
alleged to have been received by Meyer Spielmann and Co , m Pans, 
from a iieison giving the name of G F. Howard, and the other from 
A Monteaux, a money-changer m Pans, which note also had the name 
of G E. Howard upon it Both notes were remitted by Messrs Meyer 
Spielmann and Co to Messrs Adam Spielmann and Co , and received 
by them in London. On behalf of the plamtift it was contended that, 
the notes having been taken m the ordmary course of husmess, he was 
entitled to recover upon them Lord Campbell left to the jm*y the 
question whether Meyer Spielmann took the notes iojid fide and foi 
value , whether Adam Spielmann received them lond fide as a remit- 
tance, and whether the notices were left at the places of husmess of 
both parties The jury found that Meyer Spielmann and Co did not 
take the notes bond fide for value; that Adam Spielmann and Co did 
take them lond fide as a remittance , and that the notices were duly 
received. Upon this findmg. Lord Campbell directed a verdict to be 
entered for the Bank of England ” 

The Editor observes : — 

" It IS hoped that tins decision will have the effect of preventing the 
piaotice, which has become too common, of takmg stolen notes, which 
cannot be passed in England, to the chief cities of Europe, and there 
obtaining the amount through money-changers, who afterwards claim 
the value fiom the Bank, on the ground that the notes have been talcen 
in due course of busmess, although, m fact, no sufficient inquiiy has 
been made as to the lonafides of the transaction, or the respectability of 
the parties presenting them 

But in a similar action brouglit by Messrs. Eapbael and 
Co. on the part of Messrs. St. Paul and Co., of Paris, against 
the Bank of England, for the amount of another of these 
stolen notes, the verdict was for the plamtiff. The following 
were the points on which the jury were directed to decide . — ■ 

“1 AVas the money paid ^ 2, Were the notices served on St Paul 
and Co. 3 Did they loiow of, and had they the means of knowledge 
of the robbery at the tmie they discounted the note ^ The jiiiy, after 
retirmg for three quarters of an hour, found, m answer to these ques- 
tions, — 1. That Messrs St Paul gave foil value for the note 2 That 
the notices were served 3 That the notices were not taken proper 
Bankeis’ Magazine, Mai eh 1855 
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care of, and that St Patil had the means of knowledge if he had taken 
pioper care of the notice, but that he did not know of the loss at the 
time, and, lastly,*that the plaintiff took the note hand fide 

Verdict for the plamtiff— 534? Execution to be stayed, but no 
points xeseryed ” 

Any material alteration of a bill of exchange vitiates the 
bill, and it cannot be legally enforced against any of the 
paities, unless the alteration be made before the bill be 
accepted, and also befote it has passed out of the hands of the 
drawer. 

Thus, if a bin be left for acceptance by the drawer, and the 
drawee alter the date, time, or amount of the bill, and then 
accept it, the alteration does not affect the validity of the 
bill : but if 5e left for acceptance by a third party, 

and the drawee then alters and accepts the bill, the bill is 
vitiated. Any alteiation in the date, sum, time, name of 
drawer or payee, or appomting a new place of payment, is a 
material alteration, and requires a new stamp. But any 
alteration made only with a view of collecting a mistake does 
not vitiate a bill, provided it be made with the concurrence 
of all the parties. If a drawee accepts a bill, and before he 
gives the bill out of his possession cancels his acceptance, he 
cannot be compelled to pay it. 

A bill must be presented in reasonable time. But what is a 
reasonable time, is a question of consideration for the jury, and 
the decision has varied according to cncumstances. If a bill 
be presented at a banker’s after the hour of business, the 
presentment is not in reasonable time. Nevertheless such a 
presentment is a legal presentment, if the banker or any 
poison on his behalf shoitld be there to give an answer to the 
paity presenting it. 

Cheques, and notes payable on demand, should also be 
presented for payment withm a reasonable time after they are 
received. It has been held that a person who receives a 
cheque is not bound to present it at the banker’s till the next 
morning; and if the bank was at a distance, lie was not 
bound to put the cheque into the post-office until the next 
day. But, peihaps, it would not be safe to lely upon these 
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decisions. No general rule can be given ; for tbe time wbich 
may be reasonable in one case may be unreasonable in 
another. 

If a banker receives a biU or note by post, be is not re- 
quired to present it until the next day. 

“A man taking a bill or note payable on demand, or a Gbeq[ne, is not 
bound, laymg aside all other business, to present or tiansmit it for 
payment the very first oppoituinty It has long smce been decided, m 
ntimeioiis cases, that, though the party by whom the bill oi note is to 
be paid live in thd*same place, it is not necessary to present the instiu- 
ment for payment till the mornmg next after the day on which it was 
received imd later cases have established, that the holdei of a cheque 
has the whole of the banking horns of the next day within which to 
present it for payment ”* 

In the following case it was decided that the presentment 
of a bill of exchange at the clearing-house is a legal piesent- 
ment. 

“ On the 11th September, between one and two o’clock, the defendants 
gave the plamtiffs a cheque upon Bloxam and Oo, then, bankers, in 
payment for goods The plamtiffs lodged the cheque with Messrs 
Harrison, then bankers, a few mmutes after four , and they presented it 
between five and six to Bloxam and Co , who marked it as good It was 
proved to be the usage among London bankers not to pay any cheque 
presented by or on behalf of another banker after four o’clock, but 
merely to mark it if good, and pay it next day at the clearing-house 
On the 12th at noon Harrisons’ clerk took tins check to the clearing- 
house, but no person attended for Bloxam and Co , who stopped payment 
at nme on that mornmg, and the cheque was therefore treated as dis- 
honoured The plamtiffs, m gomg with the cheque to Harrisons’, 
passed Bloxams’ house On a case statmg hiese facts, the court held 
that there had been no laches m the plamtiffs, m not presentmg the 
cheque to Bloxam and Oo on the 11th for payment, or in his bankers, 
in not presenting it at the banking-house, but merely at the clearing- 
house, and therefore gave judgment for the plamtiff ”t 

Bills may be negotiated after they are due, but the party 
receiving an over -due bill cannot acqmre a claim which the 
party holding the bill did not possess. For instance, one 
party may draw an accommodation bill upon -another. As in 

* Byles’s Law of Bills of Exchange, page 123, 
t Bayley on Bills of Exchange 
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tMs case no value had been given, the drawer could not sue 
tlie accepter for the amount. But if the drawer bad passed 
• t in’s bill for value to a third party before it became due, that 
party could sue the accepter. But if the drawer passed it to 
a third party even for value after it became dm, the third 
party could not sue the accepter, but would stand in the same 
situation as the drawer. 

If a party lodge bills with a banker for the purpose of 
being collected, and the amount when received to be placed 
to his credit, and the banker gets them ^discounte^ and 
applies the money to his own use, the customer has no 
redress except against the banker. The party who has given 
value for the bills to the banker can enforce payment of 
them. 

As the giving notice of the dishonour of a bill or cheque is 
of considerable practical importance, I shall make a few 
extracts upon the subject from Mr. Justice Bayley’s Treatise 
on Bills of Exchange. 

“ Though no presciibed form be necessary for notice of the dishonour 
of a hill 01 note, it ought to import that the person to whom it is given 
is considered liable, and that payment fiom him is expected. 

And the notice ought to import that the bill or note has been dis- 
honoured a mere demand of payment and threat of law proceedings m 
case of non-payment is not sufihcient 

‘'Especially if such demand bo made on the day the bill or note 
becomes due 

"Notice must be given of a faaluro m tho attempt to procure an 
acceptance, though the application for such acceptance might have been 
unnecessary, otherwise the person guilty of the neglect may lose his 
remedy upon the bill. 

" The notice must come from the holder, or fiom some party entitled 
to call for payment or reimbursement 

"A notice from the holder or any other party will insure to the 
benefit of every other party who stands between the person giving the 
notice, and the person to whom it is given Therefore, a notice horn 
the last mdorsee to the drawer will operate as a notice fiom each 
indorsee 

“It IS, nevcitheless, prudent m each party who receives a notice, to 
give immediate notice to those parties agamst whom he may have right 
to claim , for the holder may have omitted notice to some of them, and 
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that vfll Ibe no protection, or there may he difficnlties in proTing snch 
uotiqe 

“A notice the clay the hill or note becomes due is not too soon, for 
though payment may still he made mthm the day, non-payment on 
jiresentment is a dishonour 

" To sneli of the parties as reside m the place where the presentment 
was made, the notice must he given at the farthest by the expiration of 
tho day following the refasal to those who reside elsewhere, by the post 
of that or the next post day. Each party has a day for giving notice, 
and he is entitled to the whole day, at least, eight or mne o’clock at 
mght IS not too late He will he entitled to the whole day, though the 
post by winch he is to send it goes out withm the day 
“And though there he no post the succeeding day for the place to 
which he is to send. Therefore, where the notice is to he sent by the 
post, it will he sufficient if it he sent by the post of the foUowmg day 
Or, if there he no post the followmg day, the day after 
“ Wliero a party receives notice on a Sunday, he is m the same situa- 
tion as if it did not reach him till tho Monday, he is not hound to pay 
it any attention till the Monday, and has the whole of Monday for the 
purpose So, if the day on which notice ought thus to be given he a 
day of public rest, as Christmas-day or G-ood Friday, or any day ap- 
pointed by proclamation for a solemn fast or thanksgiving, the notice 
need not he given until the followmg day. 

“ And it has been held that where a man is of a religion which 
gives to any other day of the week the sanctity of Sunday, as in 
the case of the Jews, he is entitled to the same mdulgence as on 
that day 

“ Wheie Ohristmas-day, or such day of fast or thanksgivmg, shall be 
on a Monday, notice of the dishonour of hills or notes due or payable 
the Satmday precedmg need not he given until the Tuesday 
“ And Good Friday, Christmas-day, and any day of fast or tliahks- 
givmg, shall, from lOtli Apid, 1827, as far as regards hills or notes, bo 
treated and considered as Sunday 
“ But these provisions do not apply to Scotland 
“ If the holder of a hill or note place it m the hands of his banker, the 
banker is only bound to give notice of its dishonom’ to his customer, in 
like manner as if the banker weie himself the holder, and Ins customer 
were the paity next entitled to notice 
“ And the customer has the hke time to commumcate such notice, as 
if he had received it from a holder 

“ And therofoie, by thus placmg a hill or note m a banker’s hands, 
the number of persons from whom notice must pass is increased 
by one, 

“ Thus notice sent by a London hanker to a London customer, the 
day aflei the dishonour, is m time, and if the customer communicate 
that notice tho day followmg, that will be m time also 
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“It IS no excnse for not giTing notice the next day after a party 
receives one, that he received his notice earlier than the preceding 
parties were hound to give it, and that he gave notice within what 
would have been proper time if each piecedmg party had taken all the 
time the law allowed bun The tune is to be calculated accoi cling to 
the period when the party m fact received his notice Nor is it any 
excuse that there are several mtervening parties between hun who gives 
the notice, and defendant to whom it is given , and that if the notice had 
been communicated through these mtervenmg parties, and each had 
taken the time the law allows, the defendant would not have had the 
notice sooner. 

“Sending a verbal notice to a merchant’s counting-house in the 
ordmary hours of business, at a tune when he oi some of his people 
might reasonably be expected to be there, is sufficient, it is not neces- 
sary to leave or to send a written notice, or to send to the house where 
he lives Sending notice by the post is sufficient, though it be not 
received, and where there is no post, it js sufficient to send by the 
ordmary mode of conveyance 

“And it IS not essential the notice should be sent by the post where 
there is one, sondmg to an agent by a private conveyance, that he may 
give the notice, is sufficient, if the agent give the notice, or take duo 
steps for the purpose, without delay. 

“Notice to one of sevoial partners is notice to all and when a bill 
has been drawn by a ffim upon one of the partners, and by hun 
accepted and dishonoured, it is unnecessary to give notice of such dis- 
honour to the firm , for tins must necessarily be known to one of them, 
and the knowledge of one is the knowledge of all 

“ Upon an acceptance payable at a banker’s, notice of non-payment 
need not be given to the accepter, for he makes the bankers his agents ; 
presentment to them is presentment to him 

“A person who has been once discharged by laches from his hability 
on a bill or note, is always discharged And, theicfoie, where two or 
more parties to a bill or note have been so discharged, but one of them, 
not knowmg of the laches, pays it, he jiays it m his own wiong, and 
cannot recover the money from another of such parties.” 


As many bills drawn in foreign languages pass tlnongb 
the hands of a London banker, it may be useful to give a 
list of some of those words which express the amount and the 
time, the two mam points m h hill of exchange : — 
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JEnghsli , 

One 

Two 

Thioe 

Sixty 

Ninety. 

Get man . 

. Em 

Zwei 

Drei 

Sechzig 

Neunzig 

Dutch 

. Een 

Twee 

Dne 

Zestig 

Negentig. 

Fi eiioh . 

. Un 

Deux 

Tiois 

Soixante 

JQuatie-vingt-dix, or 
( Nonante, 

Italian . 

Uno 

Due 

Tie 

Sessanta 

Nonanta, or Novanta. 

Spanish , 

Uno 

Dos 

Ties 

Sesenta 

Noventa. 

Fmtuguese 

Hum 

Dous 

Tics 

Secenta 

Noventa. 

Swedish . 

. En 

Twa 

Tre 

Sexti 

Nitti, 

Danish . 

Een 

To 

Tie 

Tredsindstyire 

Halvfeintesindstyve. 


English . . 


Two Months after date 

Oeiman . . . 


. Zwei Monate nach dato. 

Dutch 


. Twee Maandcn na dato 

French . . , 


. A deux inois de date. 

Italian 


. A due mcsi dopo data 

Spanish . . 


JA dos meses de la fcclia 

1 A dos mcsos data 

Fortufjuese . . 


A dous mozes de data 

Swedish 


Twa Mauander ifrau dato 

Danish . . 


To maaneder efter dato. 

English 


. Three days after sight 

German . 


Drei tago nach sieht 

Dutch . . . 


Dne dagen na zigt 

Ft ench . 


. A tiois jours de wuo 

Italian . . 


j A tre giorni yista 

1 a tie giorm dopo vista 

Spanish , . 


. A tres chas vista 

Portuguese . . 


A tres dias vista. 

Swedish . . . 


, Tre dagar efter sigt 

Danish . 


Tro dage efter sigt * 


111 alltke aboTe languages, ‘^at sight” is usually expressed 
by a vista, except the Fiench, which expresses it by a vue. 
“ At usance ” is expressed by a uso or ad uso. d'he names of 
the months so nearly resemble the English, that a mistake 
can but rarely occur. 

* These plnases aie taken from a small pamphlet, called ‘ Tlie Interpreter,’ 
compiled and translated by a Member of the Society of Publip Notaries in 
London 
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The following are forms of bills in each of the aboYO-men 
tioned languages ; — 


Fbenoh, 

Lilh, le 28 Sep6embre, 18 . Bon pour £158 9 Sterhngs 

Au vingi-cmg Bec&mbre procTiain, pnyez par ce mandat a Vord? e de 
nous-mcmes la soimne de cent cinqimnteAiuit limes steilmrjs 9 sckelhngs 
valeur en nous-m&mes ef gmpasserez smvant I’avis de 

A Messrs. 

d Zondres. 


German. 

Nurnlerg, den 28 October, 18 . Pro £100 Sterlmg 

Zvaev Monate nacTi data zaMen Sie gegen dtcsen Brima Wecbsel an die 

Ordie des Eerrn Ezn Eundert Bfimtl Sterling den 

Worth Gihalten. Sie hinqcn sdlche auf Bechnmg lant Bet xcht mn dot 

Een en ^ ’ 

London. 


H-DroH 

Qroiiw, den Is^ Eovember, 18 . Voor £50 17 0 

Twee maanden na data gelieve TJEd te betahn voor dezen omen 
prvnxa WissBbrief de secunda niet bctaald zynde am, de endre van de 

Eeeren negen & vyftig Ponden zcventien scholhnrj cn 

zespenccs sterling, de waarde %n rehemng UEd stelie Jiet cp leJiemng 
met of zonder advys van 

de Eeei ' ^ — — 

te London. 


Italian 

Livorno, le 25 Seitemhe, 18 . Per £500 Sferlim. 

A Tre mesi data, pagate per guesfa prima de Camho (una sol volta) 

alV or dine , la somma dz Lit e cinque cento 

st&iine valuta cambiata, eponefe %n conto M. S. secondo I’avviso Addio 

Al ~ 


Londta. 
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Spanish, 


Malaga, d 20 de SetP‘ de 18 

Son £300 

A noventa dias fecha se serviran mandar pagar ^or esta frimei a 

1 de cambio d la orden de loss S’’’®* 

Tres cientas libras 

1 Esterlinas en oro o plata valor recibido de dhos gue anotaran valoi' 

en cuenta segun aviso de 


A los 


Londres. 


POETUGUESI!. 


£600 Esterlinas. Lisbon, aos 8 de Dezemhro delQ . 

A Bessenta dtas de vista vrecizos vaqard V 

nor 1 

1 esta nossa nmca via de Letra Begun a, d nos ou dnossa Ordem a quantia 

acima de Beis Qentas Livras Esterlinas valor de 
zendas, gue passei a em Comta segundo o aviso de 

nos recebido em Fa- 

Ao Senr 


Londres 


Swedish. 


Djorneberg, den 23 Bepterriber, 18 

ForS^Bterl 100 

Nittio Dagar efter dato beliagade II E. emot denna rtrima Wexd 

1 (seeundo ohetfdd) betala till Eerr 

elle ordres Etthun- 

dra Fund Stealing som stalles i raknmg enligt avis 

Eerrar 


London 



Daotsh 

Kplenhavn, 9 December, 18 . Mae 4,000. 

Tre maaneder efter data behager de aJb betale denne Prima Vexel, 

secimda iJcTce, til Herr eUer ordre med Fvre Tusinde 

Pzgsbanh DaJer, Vdlutta modtagei og stilles % Begmng ifdhje advis 

Ilerrer ' 

London. 


Formerly bills of exchange constituted a large proportion 
of the circulating medium of Lancashire, and supplied the 
place of country notes. The following account is given 
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by J. Gladstone, Esq., MR, before a Parliamentary Com- 
mittee : — 

We sell our goods, not for payments m cash, such as are usual m 
other places, hut generally at credits from ten days to three months, to 
he then paid for in hdls on London at two or three months’ date , those 
hills we pay to our hanlcers, and receive from them hills or cash when 
we have occasion for either, to make our payments The hank notes or 
gold we require for our oidmary purposes and charges of merchandise 
of every desciiption. The account is kept floating The interest on 
both sides is calculated at the same rate, at present five per cent Last 
year the rate was reduced to four, and the hanlcer chaiges a commis- 
sion of a quarter per cent on the amoimt of one side of the account , 
that charge is his remuneration, and that of his hankers in London, for 
paying our acceptance there, both inland and foreign The account 
fluctuates, depending on the confidence the hanker may have m his 
customers, if that confidence is entue, the customer is occasionally in 
Ins hanker’s debt, hut more frequently the balance is in his favour 

''Does that extend to the whole of Lancashire'? — heheve the system 
at Manchester, Pieston, and the other principal toums, is similar, I am 
not awaie of any other There are some small country hankers in the 
neighhourhood of Manchester, who issue promissory notes, hut I do not 
know anyllimg of then* piaetiee none of the more lespoctahle hanics in 
Laneaslnre do issue them”* 

“ If I sell a thousand pounds’ worth of goods to a wholesale grocer, or 
any other person who again distributes them to his customcis in the 
country, when he comes to pay me the 1,000Z. he will do so m hills, run- 
mng fiom 10?. to any other sum; the 1,000? may he paid -in tv’^enty or 
thirty bills of exchange, drawn on London, and generally at two and 
sometimes three months’ date ” f 

Mr. Lewis Loyd, of tbe firm of Messrs. Jones, Loyd & Co., 
estimated in 1826, that tbe circulation of Mauebester con- 
sists of nine parts bills of exchange, and the tenth part gold 
and Bank of England notes. Others think, the proportion- 
is as high as twenty to one, or even fifty to one.]: Mr. Loyd 
stated he had seen biUs of 10?. -with 120 indorsements upon 
them; and when the stamp duties were lower, hills were 
drawn of a less amount. He gives the following criteria of 
accommodation hills. “ Bills that are issued for speculation 

* Loids, 216, Gladstone f Lords, 227, Gladstone 

X See Evidence of Lewis Loyd, Esq, and of Mr. Heniy Burgess, hefoie the 
Committee of the House of Loids, pp. 294, 298, 
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generally travel to London very rapidly, with very few in- 
dorsements upon them ; they are wanted to be converted into 
bank notes immediately, and come quite clean, and without 
any marks of negotiation upon them ; and besides that, we 
know the parties upon them pretty well.” In Scotland an 
accommodation bill is called a wind bill. 

In may be mentioned, that after the establishment of 
branches of the Bank of England at Manchester and Liver- 
pool, the bill circulation of Lancashire was considerably 
diminished. Most of the banks made agreements with the 
branch bank, stipulating that, in consideiation of liaving a 
certain amount of discount, at a i educed rate of interest, 
they would not issue for local circulation any bills they had 
discounted for their customers. These agreements have 
been modified since the Act of 1841, but still the main 
circulation of Lancashire consists of Bank of England notes. 
It would not now be possible to find a bill with 120 indorse- 
ments. 


SECTION VI. 

THE ADMINISTEATIOH OP A BANK WITH EEGABD TO THE 
EMPLOYMENT OP ITS SUEPLUS FUNDS. 

The means of a London banker consist mainly of his capital 
and his deposits. A certain portion of this sum is kept in 
the till, to meet daily demands ; another portion is advanced 
111 the way of discounts or loans to his customers The 
remainder forms his surplus fund, of which a part will pro- 
bably be invested in Government securities; loans to bill 
brokers, payable on demand; in short loans on the Stock 
Exchange, or in first-rate bills obtained through the bill 
brokers, and hence styled biokers’ bills. The Government 
securities are the more permanent of these investments. 
The amount will seldom vary. It is not deemed creditable 
for a bank to speculate in tlie funds, oi to buy and sell stock 
frequently, with a view of makmg a profit by the difference 
VOL. I. p 
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of price ; hence a banker sells bis Government secniities 
only m a season of pressnre, as a means of precaution, or in 
order to meet urgent demands. On other occasions, he will, 
when necessary, reduce Ins short loans or biokers’ hills. 
These form liis fluctuating investments. In seasons when 
money is abundant his deposits will increase, and perchance, 
at the same time, the demand of his customers for loans or 
discounts will diminish. His surplus funds will thus inci ease. 
But these temporary surplus funds he will on no account 
invest in Government securities, as his deposits will be 
certainly, and perhaps suddenly, leduced, and he might have 
to realize his Government secmities at a loss. He mil in 
this case increase his loans to brokers, and his biokers’ bills. 
And though he wdl get as much interest as he can, he will 
take a very low interest rather than keep the money unpro- 
ductive in his till, or invest it in a more permanent foim. 
We will now take a short review of the diffeient lands of 
investment we have mentioned. The three grand points for 
consideration are, convertibility — exemption from loss — and a 
good rate of interest. But first we will notice those circum- 
stances which regulate the amount of cash to be kept in the till. 

The aniount of money which a bankci will keep in his till 
depends upon circumstances. Fnst, the amount of his 
deposits. It is natural to suppose that when his deposits are 
large, he will keep more money to meet them than when his 
deposits are small.— Secondly, the amount of his daily pay- 
ments. These will not at all times correspond with the 
amount of the deposits ; for some accounts are more oj)erative 
than others. On commercial accounts, for instance, the 
payments wiU be much heavier in pro2)oitiou to the average 
balance than on accounts which are not commercial. The 
City bankers pay much larger sums every day, in proportion 
to the amount of their deposits, than the bankers at the 
West-end. — ^Thirdly, if a banker issues notes, he will keep a 
less amount of other money in his till. The popular opinion 
is, that he keeps more, as he has to provide payment for his 
notes as well as his deposits. This is true in seasons of 
pressure. But in ordinary times he keeps less, as bn 2)ays 
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the cheques drawn on account of his deposits with his notes, 
and these notes often get into the hands of another banker, 
with whom he settles by a draft on London. His reserve to 
meet his notes is kept, not in his oivn till, but in London, 
where it probably yields him interest. Indeed, when his 
deposits are withdrawn in large amounts, they are more 
usually withdrawn by a draft on London than in any other 
way — ^Fouithly, the number of the branches. If a bank has 
many branches, the total amount of cash kept in the this of 
the head office and all the branches put together will be 
considerably more than would be requmed if the whole of the 
business were collected into one place In the case of a run 
the difference is considerable, as every point open to attack 
must be well fortified. The stoppage of one branch, even for 
a short time, would bring discredit upon the whole establish- 
ment. — Fifthly, m London the amount of notes to be kept in 
the till will be affected by the privilege of clearing. Those 
bankers that “ clear,” can pay bills and cheques upon them 
by the bills and cheques they have upon other bankers. 
Those banks that do not clear must pay all the bills and 
cheques upon them in bank notes befoie they receive payment 
of the bills and cheques they have upon other bankers. 
Hence they must lock up every night with a larger amount 
of cash in them vaults 

We need hardly say, that with every banker the amount 
in the till will fluctuate from day to day. Though a banker 
has a certain average amount in his own mind, below or 
above which he does not swerve very widely, yet the cash- 
book will seldom be exactly this amount. Sometimes he 
will strengthen his till, in the prospect of large payments 
that may come upon him suddenly. At other times he will 
run his tiU low for a day or two,*in expectation of large sums 
Jbat will shortly be due to him. Durmg the day, too, either 
the receipts or the payments may be heavier than he expected ; 
and hence, now and then, the cashier reports to the chief 
clerk or to the banker the state of the till, in order that, if 
necessary, it may be replemshed. The temperament of a 
banker, too, has some effect in this casfe. Some bankers are 

F 2 
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so cautious that they will “ lock up ” with a large amount of 
cash ; others are so anxious to make profit, that they will 
keep their cash very low. The state of the money market 
will also influence the tills of the bankeis. When money is 
abundant, a hanker will lock up with more money than he 
wants, because he cannot employ his funds. When money is 
so scarce as to betoken a pressure, he will also lock up 
strong, so as to be piepared for any emergency. In fact, there 
can be no general rule for regulating the amount of the till. 
Every banker must be guided by the experience of his own 
bank. The directors of the Bank of England consider that 
their reserve in bank notes and gold should be equal to about 
one-thhd of their deposits. From the accoimts jiublished by 
some of the London jomt-stock banks, it would appear that 
the “ cash in hand ” is equal to about one-eighth or one-tenth 
of their liabilities. Even this, we conjecture, is a higher 
proportion than that which is generally kept by London 
bankers, especially by those wLo settle their accounts with 
each other at the clearmg-house. 

To resume • — After a banker has furnished his till, and 
supphed his customers with such loans and discounts as they 
may require, he has a surplus of cash. Tins surplus may be 
considered as being divided into two parts — though it is 
never actually so divided — ^the permanent surplus, which tho 
banker is not likely to require, except in seasons of extreme 
pressure, and the temporary surplus, arising from fluctuations 
in the deposits. We shall now notice those modes of invest- 
ment to which we have referred. 

With regard to Government securities, we have high 
authority from tlie testimony of practical bankers. The 
following are quotations given before the Joint-stock Bank 
Committee, in the year 18$6, by the late Yincent Stuckey, 
Esq., the founder of Stuckey’s Banking Company, in Somer- 
setshire, and the late James Marshall, Esq., the Secretary of 
the Piovincial Bank of Ireland. 

Mr. V. Stuckey : — 

What IS your reason for keeping so large a sum m Government 
stock — I have always found from my expciience, except two days in 
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my life, that I could get money moie easily upon those securities than 
any other 

"Is it easier, in times of emergency, to obtain money on GoYeinment 
stock than on good Mercantile bills have always found it so 

“You do not concur with any witnesses who state that they have 
found good negotiable bills more easy to obtam money upon than 
Goveimnent stock'? — ^No I have never found that with a good billj 
even of the house of Barmg, I could get money more easily than on 
Government stock 

“Do you consider that, generally speakmg, m London the late of 
mterest at which you borrow money on exchequer bills and stock is 
notoriously lower than that at which you boirow on bills of exchange ? 
— ^Yes, it IS lower, and for that reason we generally adopt it.” 

Mr. James Marshall • — 

“Will you inform the Committee whether it is the usage of the 
Provincial Bank to invest any portion of its funds in the public 
securities'? — It has been its uniform piactice so to do 

“By public securities, what do you xmderstand’ — The Consols, for 
instance there are various kinds of Government stock exchequer 
bills, and Bank of England stock, are generally considered as a pubhe 
sort of soomuty 

“Do you hold stock in London only, or m Dublin as well as m 
London'?— In Dubhn but to a limited amoimt, because it is not easily 
convertible there 

“ On what ground is it that it is not easily convertible in Dublin'? — 
Erom the limited nature of the market as compared with London, we 
could not sell even an immaterial sum without lowermg considerably 
the puce 

“ Have there not been at vaiious times, from various causes, runs on 
the Provincial Bank, which lendered it necessary to supply large 
amounts of specie to that country'? — There have, repeatedly 

“Do you consider, from your expei’ience, that it would have been 
competent to the bank to have mamtamed its full security, with 
satisfaction to the directors, if they had not been possessed of very’ 
considerable funded property in this country?— Certainly not, speakmg 
of the last run that happened especially, I must say that that differed 
from any former run in this respect. 

“You were conversant with the management of tho Scotch banks 
prior to your connexion with the Provmcial Bank'? — ^Yes 

“ Is it not the usage of all the Scotch banks m hko manner to maintam 
a very considerable portion of their funds as invested m the Govern- 
ment securities I beheve the practice with all is generally so, but I 
can speak particulaily to that of the three oldest banks— as they are 
commonly called, the three chartered banks,— the Bank of Scotland was 
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erected by Act of Parliameatj the Eoyal Bank of Scotland and the 
British Linen Company are erected by ehartcijbiit have been leeogiused 
in the same way^ so that there are three pnbhc banks in distinction to 
any of the snbseqnently-formed banks, I can state from personal 
kno-wledge, that these banks have had always a veiy largo sum indeed 
invested in the funded property of the kingdom 

“ Do yon consider it would be a sate system of banlung, if the capital 
of the bank was altogether mvestedm commercial bills'^— Certainly not.” 

Of the various kinds of Government stock, consols are 
the best, as there is a more ready market for this kind of 
stock, and money can usually be borrowed on them until the 
next account day ; so that, if a banker has only a temporary 
demand for money, be may thus obtain it at a moderate 
interest, when, by selling his stock at that time, he might 
sustain loss. The Bank of England has recourse, sometimes, 
to this mode of strengthening her reserve. Sometimes, too, 
a banker may make a profit by lending his consols. At the 
monthly settlings, among the brokers, stock is sometimes in 
demand, and money may be obtained upon consols, until the 
next settling, without paying any interest ; and the banker 
may employ the money m the mean time. As, however, the 
rate of interest is usually low m such seasons, his profit will 
rarely be great. 

There are no time bargains in the reduced 3 per cents., or 
in tbe new 3 per cents. ; but in ordinary times money can be 
borrowed upon them at the market rate of interest. In 
seasons of pressure these are not so saleable as consols. 
Bank stock, India stock, and long annuities, not being readily 
convertible, are not generally good investments for bankers. 

Some bankers avoid all Government stock, and give a 
preference to exchequer bills. They have some advantages 
As the Government must pay the amount demanded m 
March or June, when they become due, theie can be no loss 
beyond the amount of the premium at which they wore 
purchased. A banker, too, can borrow money upon them 
quietly and secretly. A transfer of stock is always known, 
and, if for a large amount, will, when money is scarce, excite 
notice, aiid give the impression that the banker is compelled 
to realise some of his securities, to meet demands made upon 
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him by his depositors. But a banker can hand his exchequer 
bills to a stock-broker, who will bring him the money, and 
the party who has granted the loan will know nothing about 
the party for whom it was required. On the other liand, 
there are some disadvantages. Almost ewery change in the 
maiket value of money affects the price of exchequer bills ; 
and whenever money becomes abundant, ’the Government are 
very apt to reduce the rate of interest much below that 
which can be obtained from consols But a gi-eater objection 
IS, that even in ordinary times, they are hardly saleable in 
large amounts. There are not now so many exchequer-bill 
jobbers as formerly, and hence these bills are not so readily 
saleable. On this account, the Bank of England, who weie 
formerly large holders of exchequer bills, have changed their 
system, and are now holders of stock. The City bankers, too, 
prefer placing their money with the bill-brokers, to investing 
it in exchequer bills. But they are still a favourite mode of 
investment with bankers at the West-end. 

East India bonds yield a higher interest than exchequer 
bills, and the interest cannot be reduced until after twelve 
months’ notice from the Governor of India in Council. But 
they are by no means so saleable. Money, however, may 
generally be borrowed upon them ; and the loans of the 
Bank of England are always announced to be granted on 

exchequer bills, India bonds, and other approved securities.” 

Bonds of corporations, or of public compames, are by no 
means proper investments for a banker, exce|)t to a very 
moderate amount, and when they have a short time to run. 
They may, however, be taken as security for temporary 
advances to respectable customers. 

Good commercial bffls, of short dates, have this advantage 
over Government stock or exchequer bills, that a banker is 
sure to receive back the same amount of money which he ad- 
vanced. He can calculate, too, upon the time the money 
will be received, and make his arrangements accordingly. And 
if unexpectedly he should want the money sooner, the bills 
can, in ordmary times, be rediscounte’d in the money market. 
Another advantage is, that he is able to avail himself of any 
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advance in the cnrrent rate of interest. He will get no 
higher dividend from his investment in Government stock, 
shonld money afterwards become ever so valuable. But 
with regard to bills, as the)’- fall dne he will receive a higher 
rate of discount with the new bills he may take, and thus, 
as the maiket rate of interest advances, his piofits will 
increase. 

The bankers of Lancashire usually keep the whole of their 
leserves m bills of exchange. If they have a “good bill 
case,” that is, a large amount of good bills in their case, they 
think themselves prepaied to meet any emergency. Their 
objection to Government securities is founded, first, upon the 
loAV rate of interest which they yield; and, secondly, the 
possibility of loss, from fluctuations m pi ice. They contend, 
too, that good bills of exchange are moie convertible than 
even exchequer bills ; and, even if not convertible, tlie money 
comes back as the bills fall due, and thus the leserve is con- 
stantly replenished. 

The authority of Mr Samuel Gnrncy, fiom his high 
standing in the City, is so constantly referred to upon this 
subject, that we copy liis evidence. It was given before the 
Committee on Joint-stock Banks, in the year 1S3G ; previous, 
of course, to the passing of the Act of 1844. 

“ Would not the result from that opinion be, that a properly-con- 
ducted establishment, whether a pnvate or a joint-stock hank, should 
have some Govemmeiit securities or exchequer bills on winch always to 
rely as a resouice m a moment of such emergency '^'--Exporience has 
sho-\vn that it is not needful, hills of exchange aro quite as good a 
security to hold m time of difficulty as exchequer bills or stock; m most 
respects very much hotter 

" Cannot you conceive a state of things m the money marke-t — a state 
of mercantile discredit, for instance— when it nught be possible to 
procure money on Government securities when it could not bo piocurcd 
on private security m the shape of bills ’-Such difficulty may possibly 
exist under veiy jieculiar circmnstances , but I repeat my opinion, that 
bills of exchange have proved themselves to he a better investment for 
bankeis than stock or exchequer bills. 

"It IS quite mtelhgible why, m oidmary tunes, bills of exchange 
should ho a prcfeiahle mvcslmeut for money, inasmuch as there is no 
risk of loss by variation of premium m the piu’chasc and resale ; but 
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would you wish the committee to suppose that m the case supposed by 
the questioUj of a great degree of meicantde discredit and douhh an 
amount of exchequer hills would not be a more certain secmity on 
which to raise money than the bills of private merchants ? — That is a 
difficult question to answer , I doubt it. 

“ Supposmg a period of difficulty to anse, and two country banlmrs 
came up to London^ one who could exhibit Government stock to the 
extent of 25,000Z and 25,000? in bills of exchange, and the other banker 
exhibiting 60,000/ m bills of exchange only, which do you thmk would 
have the best means of procurmg accommodation m the London market 
to pay his engagements ’—My apprehension is, that they would both 
get then supplies upon any paiticular emoigency it is iny judgment, 
that to a bankei a good supiily of bills of exchange of first-rate 
character is a better investment for Ins funds, for which he is hablo to 
be called upon on demand, than exchequer bills or any Government 
security.” 

A London banker never considers as a part of bis reserve 
the bills be bas discounted for bis customers. Notbing could 
damage bis credit more than any attempt to rediscount these 
bills. Dining the war, tbe London bankers bad discount 
accounts with tbe Bank of England; and in tbe panic of 
1825, it IS well known they discounted largely with that 
establishment. But since that period they have not done so, 
and tbeir indorsements are never seen in the money maiket 
The practice is now more general of lodging money at call 
with tbe laige money dealers. And it is in this way that tbe 
London bankers make provision for any sudden demand. It 
IS rarely, however, that any large demand comes so suddenly 
as to occasion any inconvenience. And it may be observed 
that such bankers as are members of tbe Clearing-house have 
tbe whole day to make preparation — one of tbe circumstances 
which enables them to lock up at night mtb a smaller 
amount of cash. 

In tbe morning tbe banker looks at bis “Cash-book,” and 
observes the amount with wLicb be “locked up” the pre- 
ceding night. He then looks at tbe “ Diary,” which contains 
bis receipts and payments for that day, as far as be is then 
advised. He then opens tbe letters, and notices the remit- 
tances they contain, and tbe payments be is instructed to 
make. He will learn from these items whether be “wants 
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money,” or lias “ money to spare.” If lie wants money, lie 
will ‘‘ take m ” any loans that may be falling due that day, 
or he may “ call in ” any loans he may hare out on demand, 
or he may go farther, and borrow money for a few days on 
stock or exchequer biUs Should he have money to spare, 
he will, peiadventiiro, discount biokers’ bills, or lodge money 
on demand with the bill-brokers, or lend it for fixed periods 
upon stock or exchequer bills. There are some bill-brokers 
who usually make their rounds every morning, first calling 
on the parties who supply them with bills, and then calling 
on the bankers who supply them with money. The stock- 
brokers, too, will call after ^^the market is open,” to inform 
the banker how “ things are going ” on the Stock Exchange, 
what operation! are taking place, and whether money is 
abundant or scarce ‘‘in the house;” also what rumours are 
afloat that are likely to affect the price of the funds. It is 
thus that a banker regulates lus investments, and finds em- 
ployment for his smqihis funds. 

In our opinion, it is best for a banker not to adopt ex- 
clusively any one of the investments we have noticed, but to 
distribute his funds among them all. We have seen that 
practical bankers of high standing have been in favour of 
Government securities, as being at ah times convertible. The 
objection on the part of others has been, that the value of 
these securities very much fluctuates, and as their realisation 
will be required only m seasons of pressure when the funds 
are low, it is sure to be attended with loss. On the other 
hand, it may be stated, ivith regard to “loans on demand,” 
that the recent failuies of biU-biokers have shown that the 
“demand” may not always be leadily met. And with 
regard to “brokers’ bills,” the numerous failures among 
houses of the first standing have proved that great losses 
and most inconvenient “locks-up” may occasionally take 
place from such securities. Without condemning other modes 
of investment, we are strongly mcdmed to favour Govern- 
ment securities, though fuUy conscious of the losses they may 
occasionally produce. There is one consideration that must 
be taken into account a bank that has large surplus funds. 
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if it makes no investments in Government securities, will be 
strongly tempted to invest tbeir funds elsewdiere in otter 
securities that may not be so convertible. It is true that 
more interest may for a time be obtained,* but ultimately 
the bank may, though in a state of perfect solvency, be 
compelled to stop payment from being unable to realise its 
investments. 

Anotlier advantage of a large investment in Government 
securities is, that the bank, by the publication of its balance 
sheet, has always the means of showing to its depositors that 
a large portion of its deposits is at all times amply secured. 
The Bank of England states the amount of their “ Govem- 
ment securities ” distinct from the other securities.” It 
may so be that the “other securities” are as good as the 
Government securities, and perhaps more profitable, but the 
public do not know that to be the case ; and were all the 
investments in “other securities,” they might not feel the 
same degree of confidence as to the prompt repayment of 
their deposits. The same principle ajiplies to other banks. 
And it may reasonably be supposed that between two banks 
in similar chcumstances as to otlier respects, depositors 
would rather lodge their money in a bank which had a large 
amount of Government securities than in one which had none. 

As we have referred in this Section to some of the opera- 
tions of the Stock Exchange, this may be a proper place to 
discuss the nature of these transactions, so far, at least, as 
concerns bankers. 

The reader is of course aware that the “ Stocks,” or the 
“ Eunds,” or by whatever other name they may be called, are 

* At tlie Meeting of the London and Westminster Bank, Jnly 1855, the Chair- 
man, J L Eicardo, Esq , M P , made a compaiison between the interest obtained 
on money invested in the funds and that employed with bill-hiokeis Upon an 
average of twelve years the followmg is the lesult — On the 2nd January, 1843, 
the puce of Consols was 94J, which yields an mteiest pei annum of 31 3s Gd 
per cent. The interest allowed upon money at call hy Messrs. Overend & Co. 
for twelve yeais, fiom Januaiy, 1843, to December, 1851, would average 
2Z 10s lOd pel cent. Upon bills, the late allowed is usually half per cent 
more, that is, 31 Os lOd poi cent 1,000,000Z invested at Bl 3s 6(2 would 
pioduce annually the sum of 31,7502, At 32 Os. lOd per cent it would produce 
only 30,4162 13s id This shows, that upon an average of years the funds aie 
more-pioductive than brokeis’ bills 
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debts due from tlie nation to those persons whose names are 
entered on the hank books. The man who holds 100?. 
consols IS a creditor to the nation for 100?., for which he 
receives S?. per annum; and the price of consols is the 
amount of the money for which he is willing to transfer this 
debt fiom himself to another person. Now, if this man 
knows another who is willing to give him, say 90? for this 
100?. consols, they can go to the bank, and the seller being 
properly identified, wdl transfer this 100?. consols into the 
name of the person to whom he has sold it. His account is 
then closed in the bank books, and a new account is 'open in 
the name of the buyer; for every holder of stock has an 
account in the bank ledger, in the same way as bankeis and 
mei chants open ledger accounts for their customers. The 
seller of the stock will also give a receipt to the buyei for 
the money in the following form — 


1 Consohdated £3 per Cent. Annuities 


Itwidends 

EnoErvEn this day of 

SS* The I’lo- 

due 

18 of 

puetoiSjto piotpct 

Jan 5tlv, 

the sum of 

themselves from 

July 5tli, 

FRAUD, aio re- 

and aie 

being the Consideiahon for 

commended to AC 

usually 

CEPT by them- 

paid a few 

Interest or Shaie m the Jomt Stock 

selves or then 

of Three per Cent AnnmU€% erected 

Attorneys, all 

days aftei 

by an Act of Parhament of the 25th 

TRANSFERS 


Year of the Eeign of King aEOEGE II 

made to them. 

— 

entitled. An Act far converting the 
seveiul Annuities, therein mentioned, 

Tiansfer 

into several Joint Stocks of Annuities, 

£ s, d. 

transferable at the BAKE of ENG- 


Daijs 

Tuesday, 

LAND, to le charged on the Sinking 
Fund, and hy seveial subsequent Acts, 


together with the Proportional An- 


Wednesday, 

nuity at £3 pier Cent per Annum, at- 


Thill sday, 

tending the same, by this Day 

hansferred to the said 


Fiiday 


Holidays 

Witness Hand 


excepted. 

Witness 
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But parties do not usually treat with each other in this 
way. A broker is employed either to buy or to sell, as the 
case may be. The stock-brokers are an association consisting 
of about 600 persons, who meet together in a building in 
Capel-court, Bartholomew-lane, close to the Bank. Each 
broker before admission must find three securities for 3001. 
each, which sum is applied to meet any claims the other 
membeis of the House ” may have upon him duiing the 
first two years. The suretyship then ceases. The subscription 
paid by each member is ten guineas per annum. The House 
IS governed by a Committee of thirty persons chosen from the 
members. 

But, although all the members of the House ” are called 
stock-brokers by the public, yet witliin the House they are 
divided into two classes, brokers and jobbers. A broker, as 
the name implies, is an agent who buys or sells for liis 
customers out of the House, and he charges them a commis- 
sion upon the amount of the stock. A stock-jobber is a stock 
merchant; but he does not deal with the public: he deals 
only with the brokers ; and he is at all times ready either to 
buy or to sell. The pnce at which he sells is more than 
the puce at which he buys. If one bioker has an order fiom 
his customer to buy lOOh consols, and another broker has an 
order to sell 1004 consols, these two brokers do not deal 
together, but both go to a jobber. One will sell his consols 
to the jobber, say at 90, and the other will buy his consols 
from the jobber at 90|-. Hence the difference between the 
buying and the selling price of consols is always and 
thus m the newspapers the price is quoted in this way, 90 
to 90|. 

A banker is, of course, one of the public, and when he 
wants to buy or to sell stock, he gives instructions to his 
broker, and the process is as we have now described. 

Were there no jobbers, a broker would not easily find at 
all times another broker who had occasion to sell the same 
amount of stock which he wished to buy, and he would have 
a difficulty in buying or selling small amounts. But there is 
no difficulty with the jobbeis. The jobbers will not only buy 



78 


A Practical Treatise 


and sell stock on the same day, but they will buy stock on 
one day, and agree to sell it at a future day, or vice versL 
These future days are called the settling days, being the days 
on which the members of the House settle them accounts. 
They are fixed by the Committee of the Stock Exchange, and 
they now occur about once a month. How, if a banker wants 
a sum of money for a short time, either to pay off a deposit, 
or to make an advance to a customer, he will direct his 
stockbroker to sell, say 50,000?. consols “for money,” and 
buy them “for time;” that is, against the next “settling day,” 
or, as it is sometimes called, the next “account day.” On the 
other hand, if a banker has money he wishes to employ for a 
sliort time, he will reverse the operation, and desire his 
broker to buy consols for money and sell them for time He 
thus gets interest for his money, according to the difference of 
price between consols for time and consols for money. Gene- 
rally, the price for time is higher than the piice for money ; 
and the diffgience between these two prices is called the 
“ Continuation.” Supposing that the next settling day is a 
month distant, and the continuation is one-eightli per cent., 
that amounts to twelve-eighths, or one and a half per cent, 
per annum. The continuation will vary according to the 
near approach of the settling day — according to the abun- 
dance of money, and the market rate of interest — and accord- 
ing to the abundance or scarcity of stock. The last cause is 
not so readily understood by the public, and we will therefore 
explain it. The stock-jobbers, as we have said, are stock 
merchants. Of course they are large holders of stock ; it is 
their capital, on which they trade. But however large may 
be the sum they hold, they often agree to sell on the next 
settling day a much larger sum, expecting that in the mean 
time they shall buy a large sum, and thus be able to set off 
one against the other. But sometimes, as the settling day 
approaches, they find this is not the case, and they are con- 
sequently under an engagement to “ deliver ’’—that is, sell 
—more stock than they hold. What can they do now? 
They will try to get stock from those who have it, by agreeing 
to buy it of them nm, and selhng it at the ensuing account 
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day, a montli hence, at the same price ; thus abolishing “the 
continuation.” When that is the case, a banker’s broker will 
go to the banker and say, “ If you like to lend your consols, 
you can get money for nothing till the next account day.” 
The banker replies, “ Well, I don’t know that I can make 
much interest of the money just now; but as I can lose 
nothing, you may lend them.” Thus the jobbers get their 
stock, and complete their engagements. But sometimes the 
jobbers aie obliged to go farther, and even to offer a premium 
to parties who will lend their consols. This premium is 
called “ Backadation it is just the reverse of “ continuation,” 
and implies that the time price of stock is less than the 
mone-/ price. 

- We have thus described the legitimate operations of the 
Stock Exchange, so far as it may be necessary to explain the 
transactions of bankers in the employment of their surplus 
funds. Those operations, called “Gambling in the Funds,” 
and the mode in which the brokers and jobbers settle their 
accounts, we shall endeavour to describe when we come to 
speak of the Oleaiing-house. 


SECTION VII. 

THE ADMINISTRATION OE A BANK DURING A SEASON OF 
PRESSURE. 

A PRESSURE on the money market may be defined a difficulty 
of getting money in the London market, either by way of 
discounting bills, or of loans upon Government securities. 
This difficulty is usually accompanied by an unfavourable 
course of exchange, a contraction of the circulation of the 
Bank of England, and a high rate of interest. These three 
circumstances have the relation to each other of cause and 
effect. The unfavourable course of exchange induces the 
Bank of England to contract her circulation ; and the con- 
traction of the circulation, by rendenng money more scarce, 
increases its value, and leads to an advanced rate of interest. 
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The remoYal of the pressure is in the same order~the foreign 
exchanges become favourable — ^the Bank of England then 
extends her circulation — ^money becomes more abundant, and 
the rate of interest falls. The degree to which the exchanges 
are unfavourable is indicated by the stock of gold in the Bank 
of England ; and when this is at its lowest amount the 
pressure may be considered to have attained its extreme 
point ; for as the amount of gold increases, the bank will 
extend her circulation, and the pressure will subside. 

If we take a review of all the recent pressures on the 
money maiket, we shall find they have always been pieceded 
by the following ciiciimstances : — Eirst, by abundance of 
money ; secondly, by a low rate of interest ; thirdly, by soihe 
species of speculative investm-ents. The principal pressures 
that have occurred of late years, have been those of 1825, 
1836, 1839, and 1847. 

The following is Mr. Horsley Palmei’s opinion of the 
causes of the pressure of 1825, as stated to the Bank Com- 
mittee of 1832 : — 

“ Will you state to the committee what, m your opimoii, was the 
nature and the march of the crisis m 1825^—1 have always considered 
that the first step towards the excitement was the reduction of the 
interest upon the Grovemment securities ; the first movement in that 
respect was, I think, upon 135,000, OOOZ of five per cents which took 
place m 1823 In the subsequent year, 1824', followed the reduction of 
80,000,000Z. of four per cents I havo always considered that reduction 
of interests, one-fifth in one case, and one-oighth m the other, to have 
created the feverish feelmg in the minds of the public at large, vhich 
prompted almost everybody to enteitain any proposition for investment, 
however absurd, which was tendered The excitement of that period 
was fuither promoted by the acknowledgment of South American 
republics by this countiy, and the inducements held out for engaging 
in mining operations, and loans to those governments, m winch all 
classes of the commmuty in England seem to havo partaken almost 
simultaneously With those speculatious arose goneial speculation in 
commercial produce, which had an effect of disturbing the relativo 
values betweeuthis aud other countries, and creatmg an unfavoui able 
foreign exchange, which contmued &om October 1824 to November 
1826, causing a very considerable export of bullion from the l)ank—- 
about seven milhous and a half Commercial speculations had induced 
some bankers, one particularly, to mvest money in securities not strictly 
convertible, to a larger extent than was prudent; they were also largely 



on Banking. 


81 


coimected with country bankers I allude to the bouse of Messrs Pole 
and Co * a house originally possessed of veiy great jiroperty, in the 
persons of the partners, but which fell with the circumstances of the 
times. The failure of that banking-house was the first decisire check 
to commercial and banking credit, and brought at once a vast number of 
country bankers, which were in corre^ondence with it, mto difficulties 
That iscredit was followed by a gencial discredit throughout London 
and the interior ” — P. 47. 

With regard to the pressure of 1836, there was in the 
beginning of that year no appearance of distress ; but, on 
the contrary, every symptom of prosperity, attended by its 
usual concomitant — a readiness to engage m speculative 
undertakings. 

The following description of this period is taken from the 
speech of Mr. Olay, on introducing his motion respectmg 
Joint-stock Banks, May 12, 1836 . — 

“ To what extent the operations of the jomt-stock banks may have 
contributed to create the present state of excitement in the commercial 
world, must, of course, be mere matter of conjecture That they have 
had some considerable influence is probable, from the fact that the 
excitement and lage for speculation is greatest m those parts of the 
kingdom, where the operations of those estabhshments have been most 
active London has been comparatively unmoved, but Liverpool and 
Manchester have witnessed a mushioom growth of schemes not exceeded 
by the memorable year 1825 I hold m my hand a hst of seventy con- 
templated companies, for every species of undertaking, which have 
appeared m the Liverpool and Manchester papers within the last three 
months This hst was made a fortmght or three weeks since, and might 
probably now be considerably extended It is impossible also, I think, 
not to suspect that the facility of credit, and consequent encouragement 
to speculation, to which I have alluded, cannot have been without its 
effect m producing the great increase of price in almost aU the chief 
articles of consumption and law mateiials of our manufactures That 
increase has been enormous — ^not less than firom twenty to fifty, and 
even one hundred per cent m many of the cluef articles of produce, of 
consumption, and materials of our manufactures.” 

These appearances contimied with little alteration until the 
month of July, when the Bank of England raised the rate of 
discount to four-and-a-half per cent. It then became known 
that there had been a demand upon the bank for gold from 
the preceding April, and this measure was adopted by the 

“^VOL. I. ‘ a 
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bank as a means of rendering tbe foreign exchanges more 
favourable. This being fonnd ineffectual, the bank in Sep- 
tember raised the rate of discount to five per cent Besides 
raising the rate of interest, the bank adopted other measures 
of increasing the value of money. A large amount of 
American bills upon first-rate houses had been offered for 
discount and rejected. A high degree of alarm was imme- 
diately spread'’ throughout the community. The dread of a 
panic similar to that of 1825 almost universally prevailed. 
Those who had money were unwilhng to part with it— trade 
became suddenly stagnant — the prices of all commodities fell 
considerably, and numbers of commercial houses, chiefly of 
the second class, suspended payment. Many railway and 
other proj'ects now fell into oblivion. 

The alarm that existed was kept up by the monthly 
accounts of the bulHon in the Bank of England. The public 
returns showed a gradual decline from April, 1836, to Feb- 
ruary, 1837. It was therefore supposed, that the Bank of 
England would be under the necessity, for her own safety, of 
still further contracting her issues, and thus increasing the 
existing pressure. This apprehension caused all persons who 
had money to retain it in their possession, and bankers and 
others withheld accommodation they would otherwise have 
been disposed to grant. 

This state of alarm was considerably augmented by the 
publication of the Beport of the Secret Committee of the 
House of Commons upon Joint-stock Banks. This committee 
had been appointed on the motion of Mr. Clay, the Member 
for the Tower Hamlets, whose speech on the occasion might 
be termed a bill of indictment. The joint-stock banks had 
rapidly increased, they had issued small shares; they had 
large nominal capitals ; they had circulated an excessive 
amount of notes, they had promoted speculation. These 
were the charges brought against them ; and they had greater 
weight from being advanced by a member who was known to 
be friendly to joint-stock banking. The report of the com- 
mittee appeared to sustain all Mr. Clay’s accusations. This 
report was highly creditable to the talents and industry of the 



committee, but marked by a decided kostility of tone. While 
it enumerated all the actual or possible imperfections of the 
joint-stock banks, it ascribed to them scarcely a single excel- 
lence. At the same time, the committee deferred to the 
succeeding session, the proposal of any measures for their 
improvement ; thus the pubho were led to suppose, that in 
the following session some stringent measures would be 
adopted with reference to joint-stock banks, but what they 
would be none could conjecture. 

Had the report appeared at any other period it might 
possibly have done good ; but as its appearance was contem- 
poraneous with a pressure on the money market, and a high 
state of alarm, it unquestionably tended to weaken public 
confidence, at a time when it required to be strengthened. 
Persons who were unfriendly to joint-stock banks seized the 
opportunity of dispraising them, and believed, or pretended 
to believe, that the banks were unsound, and would certainly 
stop payment. Others, who were foendly, were appiehensive 
that the banks, being stiU in their infancy, would be found 
too weak to withstand the storm now raised against them. 
But though this alarm began with respect to joint-stock 
banks, it did not end there. It was soon foreseen that if a 
few joint-stock banks were to stop payment, the private banks 
in then neighbouihood would be put to a severe trial ; and if 
the banks should even be compelled to withhold thon usual 
advances to their customers, the credit of individuals must 
suffer. Hence the private bankers and the merchants, as 
well as the jomt-stock banks, made preparations to meet any 
event that might occur, and by thus increasing the pressure 
on the London money market, occasioned still farther appre- 
hensions. 

The alarm was augmented by the stoppage of the Agricul- 
tural and Commercial Bank of Ireland, in the month of 
November, and the demand for gold which that stoppage 
occasioned in Ireland. The joint-stock banks of England 
now became subject to increased suspicion , the accommoda- 
tion they had been accustomed to obtain by the re-discount 
of their bills in the London market was considerably re- 

G 2 
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stricted ; and m the beginning of December, the Northern 
and Central Bank at Manchester, a bank having a paid-up 
capital of 800 , 000 ?., with above 1,200 partners, and forty 
branches, applied for assistance to the Bank of England. 
This was afforded upon condition, in the first instance, that 
they should wind up all their branches, except that at Liver- 
pool ; and afterwaids farther assistance was gi anted, upon 
condition they should discontinue business after Eebruary, 
1837 . Soon afterwards, the old and respectable London 
banking-house of Messrs. Esdaile & Co. received assistance 
upon similar terms. 

The pressuie which existed m England rapidly extended 
to America. A large amount of Amencan securities, con- 
sisting chiefly of bonds of the respective States, had been 
remitted to the agency houses in England This circum- 
stance, in connexion with the exportation of gold to America, 
attracted the notice of the Bank of England. A large 
amount of bills drawn from America upon fiist-rate London 
houses was rejected. In America the pressure became severe 
—money was wanted to remit to England to meet the drafts 
that had been drawn upon England, either upon credit, or 
against securities that could not now be sold. The rate of 
discount at New York rose to two, and even to three per 
cent, per month. 

Erom the pressure upon the money market, and from the 
great fall in the price of American produce, the cotton and 
other commodities sent from America to meet drafts upon 
the English agents, could not be sold except at a ruinous loss. 
And other remittances not having arrived, several houses in 
the American trade, who were said to have given extensive 
credit to parties m America, apphed for assistance to the 
Bank of England. 

Such was the character of the pressure of 1836 ; we next 
proceed to the pressure of 1839 . The pressure of 1836 may 
be said to have commenced from the month of May in that 
year. From that month the‘7tock of gold in the bank gra- 
dually and uniformly declined until February, 1837 , when it 
reached its lowest point of depression. Prom this point, it 
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imiforinly advanced : the lowest point of the circulation was 
in December, 1836, thongli even then it was not lower than 
it had been in the precedmg January. The bank raised the 
rate of interest fiom 4 to 4-| per cent, in July, and to 5 per 
cent, in the following September. During the whole of the 
year 1837, the amount of gold in the Bank of England con- 
tinued to increase ; the bank extended her circulation, and 
after the payment of the July dividends, money became very 
abundant, and the market rate of interest ex|)erienced a con- 
siderable fall. The foreign exchanges continued to be favour- 
able during the early part of 1838, and gold accumulated in 
the cotfers of the Bank of England. In the spring of that 
year the diiectors of the Bank of England sent nearly a 
miUion of gold to America. Money 'became increasmgly 
abundant, and the rate of interest fell. In February the bank 
reduced their rate of discount to 4 per cent., and the interest 
on the loans granted durmg the shutting of the funds was 
reduced in March to 3|- per cent. The low rate of mterest 
caused large sums of money to be invested m American 
securities. Bonds of all kinds issued by the Bank of the 
United States, by the vaiious states in the Union, and by 
numerous private undertakings, were poured upon the 
English market, and fomid eager purchasers. Several of 
the directors of the Bank of England, m their individual 
character as merchants, became agents for the distribution 
of these securities. About July the exchanges became un- 
favourable, and in the latter part of the year some symptoms 
of uneasiness were apparent in the money market; but as 
the stock of bullion in the Bank of England was considerable, 
and the directors granted their usual loans in December at 
3|- per cent , public confidence was not shaken. In the be- 
ginnmg of the year 1839 the exchanges became increasmgly 
unfavourable, and the monthly retmns of the bank showed a 
gradual diminution in the stock of gold The price of corn 
rose so high as to admit of foreign wheat at the lowest rate 
of duty. This occasioned a further demand for gold to be 
exported The stock of gold in the Bank of England rapidly 
declmed, until, in the month of October, it was no more than 
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2,625,000?., while the liabilities of the bank upon notes 
amounted to 17,612,000?., and upon deposits to 6,734,0001. 
The bank directors were yery anxious to stop tins demand 
for gold. With this view, they raised tlie rate of interest on 
May 16tb to 5 per cent., on June 20tb to 5^ per cent., and 
on August 1st to 6 per cent. ; and they charged the same 
rate upon their short loans. They are supposed to have sold 
large amounts of Government stock and exchequer bills, and 
on July 13th they announced that they were ready to receive 
proposals for the sale of the dead weight. Mone of the offers, 
however, met their approbation. Finding these measures 
not speedily effective, an arrangement was made with the 
Banl?; of France for a loan of 2,500,000?. Messrs. Baring 
& Go. drew bills on account of the Bank of England upon 
houses in Paris for this amount, which the Bank of France 
undertook to discount. The directors also determined to 
refuse to discount any bills drawn or indorsed by any private 
or joint-stock bank of issue. Notwithstanding these mea- 
sures, the stock of gold in the bank continued to decrease 
until the 18th October, when it reached the lowest point of 
depression. From this pomt it continued to advance, and 
the pressure began gradually, but slowly, to subside. 

It may be useful to notice the differences between the 
pressure of 1836 and that of 1839. If we measure the in- 
tensity of the pressure by the difference between the largest 
and the lowest stock of gold in the Bank of England, the 
former pressure will range from 7,801,000?. to 4,032,000?, 
and the latter from 10,126,000?. to 2,525,000?. In the pres- 
sure of 1836, one joint-stock bank, a London private bank, 
two country private banks, three large American agency 
houses, and a gieat many respectable merchants, stopped 
payment. In the pressure of 1839, there was scarcely a 
failure until the month of December, and then only among 
the second class of traders. In the pressure of 1836, the 
prices of nearly all commodities fell considerably, and almost 
immediately. In the pressure of 1839, the prices of most 
commodities remained for a length of time nearly the same. 
In 1836, the Bank of England did not raise their rate of 



interest above 5 per cent. In 1839, the rate of interest upon 
both discounts and loans was raised to 6 per cent. In 1839, 
the bank gave notice that they were willing to sell the dead 
weight, and they made arrangements for borrowing 2,500,000?. 
steilmg from the Bank of Fiance In 1836, the bank adopted 
neither of these measures. In 1836, the Bank of England 
rejected all bills drawn or indorsed by joint-stock banks of 
issue. In 1839, they rejected also all bills drawn and in- 
dorsed by private banks of issue. 

It would appear that a season of pressure is always pre- 
ceded by one of speculation; and hence it follows that a 
banker who wishes to be easy in a time of pressure must act 
wisely in the previous season of speculation. It requires no 
ordinary firmness to do this. To act wisely in a season of 
speculation, is far more difficult than to act wisely in one of 
pressure. But unless a banker acts wisely in the previous 
time of speculation, his wisdom will probably be of httle avail 
when the pressure arrives. 

While, therefore, money is still abundant, the public funds 
high, and other bankers hberal m accommodation, he should 
be doubly cautious agamst taking biUs of a doubtful charac- 
tei, or making advances upon nregular securities. He should 
not suffer the desire of employmg his funds, or the fear of 
offending his customeis, to induce him to deviate from sound 
banking principles He should also take this opportunity of 
calling up all dead or doubtful loans, and of getting iid of all 
weak customers. He should also, under any circumstances, 
avoid making advances for any length of time, and mvest- 
ments in securities that are not at all times convertible, or 
the price of which is likely to sustam a great fall on the 
occurrence of a pressure. The discount of first-rate com- 
mercial bills having a short time to run, or short loans on 
stock or other undeniable security, however low the interest 
received, seem to be the most safe and advantageous trans- 
actions. 

When the aspect of affairs seems to threaten that money 
will be in demand, and the failure of a number of merchants 
and traders may consequently be apprehended, it behoves 
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Tiim to prepare for approaching eTents by avoiding all dis- 
counts of bills of an inferior class, and by keeping his funds 
in an available state. "With a view to these objects, he will 
review all his loan and discount accounts, call up his loans of 
long standmg, where it can be done without injury to the 
interest or reputation of his bank, avoid all overdrawn ac- 
counts, and reduce the amount of discounts of the inferior 
class of accounts. In performing these operations, he will 
exercise due judgment and discretion, making proper dis- 
tinctions between his customers, and reducing chiefly those 
bills which are of an unbusmess character, or which are 
drawn upon doubtful people, or upon parties that he knows 
nothmg about ; he will also mark particularly those accounts 
which require large discounts, but keep no corresponding 
balance to the credit of their current accounts. 

As the pressure advances, he will find that there are three 
demands upon his funds First, his customers will reduce 
their balances, and keep less" money in his hands. Money 
lodged at interest will be taken away, because the paities 
can make higher mterest elsewhere, or they will be tempted 
by the low price of stock to mvest it in Government securi- 
ties. Secondly, he will have a greater demand for loans and 
discounts, hdr” merely from weak people whom he might not 
care about refusing, but from persons of known wealth, whom 
it is his interest and his inclination to oblige. Thirdly, he 
will think it prudent to guard against sudden delmands by 
keeping a larger amount of bank notes m his till. To meet 
all these demands he wiU be compelled to realise some of his 
securities, and he wdl realise those first on which he wiU 
sustain no loss. 

If a banker has money lying at demand with a bill-broker, 
he wiU now have occasion to call it m. If lie has money lent 
at short periods at the Stock Exchange, he will, as he has 
occasion, take in the money as the lotos fall due. If he has 
discounted brokers’ bills, he will receive the amounts when 
due, and discount no more. Should these operations not be 
sufficient to meet the demands upon his funds, he will then 
sell his stock or exchequer bills, or borrow on them in the 



money market. A country banker wlio kas kept bis reserve 
in bills of exchange will be anxious to i e-discount them, and 
will think himself lucky if he can do so readily and at a 
moderate rate of interest. 

It will be useless for a banker to attempt to call up dead 
loans, or to reduce his discounts, after the pressure has com- 
menced. He should haye thought of these matters in the 
previous season of abundance. As he cannot get in any out- 
standing advances, he had better not ask for them, but 
merely charge the parties an increased rate of interest. If 
he demand the money, he will not get it, and he may give 
rise to a surmise that he is short of funds. This season of 
pressure is, however, a good opportumty for calling up ad- 
vances, or getting rid of connexions that he would, on other 
grounds, like to be without. The ‘‘ scarcity of money,” the 
“pressure on the money market,” are capital reasons to 
assign for refusing applications which, even otherwise, he 
would refuse, and for callmg up loans which, under any cir- 
cumstances, he would hke to see repaid. 

Duiing a pressure, a banker will have to give a great 
many refusals, and some discretion will be necessary in the 
form of giving these refusals. Let him refuse in what way 
he may at such a season, he will be sure to give offence. 
And the party refused will possibly publish the refusal, and, 
from motives of ignorance or mahgmty, represent the refusal 
as having aiisen fiom want of means, and possibly may cir- 
culate a report that the banker is about to stop payment. 
Hence rumomrs about banks are always rife in seasons of 
pressure, and they add to the general want of confidence 
which then prevails. 

During a pressure, a banker will have offers of new ac- 
counts to be transferred from other bankers, provided he will 
consent to make certain advances. Some caution must be 
exercised in this matter. It is quite possible that some per- 
fectly safe parties, having large accounts, may be disposed to 
remove in consequence of their present bankers not being 
equal to the supply of their wants. In this case, the banker 
will be regulated by the value of the proposed account and 
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the extent of his own means. On the other hand, it is 
equally possible that weak people, to whom their present 
bank might not, in any case, have given advances, may use 
the “ scarcity of money ” as a pretext for making application 
to a new banker, stating their belief that their old banker 
was nnable to meet their requirements. It behoves a banker 
to use much discretion in such a case, especially if it be a 
large account. If he errs at all, he should err on the side of 
caution. 

It will rarely be wise for a banker in a season of pressure 
to attempt to get away the customers of other bankers by 
ojffering them greater accommodation. The best way of 
getting new connexions is to treat well those that he has. 
It IS better for a banker to employ his funds in supporting 
his old friends than in attempting to get new ones. If his 
funds are so amjile that he can do both without incon- 
venience, very well. But caution is necessary in taking new 
accounts at this time, and ho should be doubly cautious in 
making applications to parties. Unless he has the most 
ample and satisfactory infoimation as to their circumstances, 
he had better wait until they apply to him. It would then 
devolve upon them to satisfy him that he would be justified 
in making the advances required. 

During the pressure, a banker will find that some of his 
wealthier customers, who, when money was abundant, took 
their biUs to be discounted by a bih-bioker, because he w'ould 
cash them at a lower rate, will come back, and expect to 
have discounts 4*om their banker. This is no fault of the 
bill-brokers People put money m their hands avowedly for 
temporary purposes. In seasons of abundance the bill- 
brokers aie glutted with money. When the pressure com- 
mences this money is withdrawn. The consequence is, that 
in seasons of abimdance the bill-brokers will discount at a 
lower rate than the bankers, and when money is scarce they 
discount at a higher rate, and in many cases will not discount 
at all. Sharp-sighted people, who are acquainted with the 
London money market, will, when money is abundant, take 
all their first-rate bills to a bill-broker, and send to their 
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banker all tbeir inferior bills, wbicb a bill-broker would not 
take. Now, if a banker bas occasion to curtail bs advances 
m seasons of pressure, be should begin with people of this 
sort. But if be bas ample means, and the parties are 
wealthy, be may deem it worth bis while to take tbeir bills, 
charging a high rate of interest, and gently reminding them 
of tbeir former delinquencies. Exhortations to good be- 
haviour have always a greater effect when administered in 
seasons of affliction. And reproof at this time to a party who 
had thus wandered, may induce him to pursue m future a 
more righteous line of conduct. 

During a pressure, a banker will find that some of his 
customers will get into difficulties, and will apply to him for 
assistance. He will often be at a loss to decide whether he 
should or should not grant the assistance required. This 
hesitation will arise from liis doubts as to the extent to 
which he can prudently rely upon the calculations and antici- 
pations of his customer. The party states that he must im- 
mediately stop payment unless he has assistance ; but he has 
abundance of property, and his difficulties arise only from 
not being able to realise it. If he has a certain sum he can 
then go on comfortably. The banker grants him this sum. 
After a while, he comes again, and states he must now stop 
unless he has a farther sum. The banker hesitates, but ulti- 
mately gives him this farther sum. He comes a third time, 
and states he has not yet got enough ; and not being able 
to get more, he then stops, leaving the banker at best witli 
a large lock-up, and probably with an ultimate loss. 

During a pressure, those banks that allow interest on 
deposits will be asked for a higher rate of interest. It is 
qmte right that those parties who have had deposits at the 
bank for some time, should receive a higher rate of interest, 
proportionate to the increased value of money. But it may 
be questioned whether it is worth while to receive farther 
lodgments, during a pressure, at a high rate of interest, un- 
less they are lodged for a fixed period. Eor, should the 
pressure increase, these sums are sme to be withdrawn, or 
else applications will be made for a higher rate of mterest 
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than the hanker can prudently give. Nor must it be for- 
gotten that it is not wise for a banker to give, during a panic, 
an extravagant rate of mterest. Should he do so, he will 
give rise to an opinion that he is short of funds, and this may 
cause more deposits to be withdrawn than he would obtain 
from his high rate of interest. 

During a pressure, a banker will pay considerable atten- 
tion to the published returns of the Bank of England. The 
mcrease or diminution of the gold and silver in the issuing 
department, will show the progress of the pressure. As 
these increase, money wiU become less scaice, the rate of 
interest will fall, and the pressure will subside. In this 
department, it is the piogress of inciease, or diminution, 
more than the actual amount, that should be the main object 
of attention. The banking department resembles any other 
bank. Its means are the paid-up capital — ^the real or surplus 
fund— the public deposits— the private deposits, and the 
seven-day bills. These means are employed m public securi- 
ties, private securities, and cash m the till Its ability to 
make advances, at any given time, depends on the amount 
of cash in the tdl. The dimmution of this amount shows 
the mcrease of the pressure, and the banker will act accord- 
ingly. ' 

As far as past experience goes, all panics or pressures have 
resulted in a subsequent abundance of money. It would be 
a grand thing for a banker if he could know beforehand at 
what precise point this change would take place. But this 
he cannot know, and he had better not speculate on the 
subject, but just follow the course of events as they occur. 
When, however, the point is fairly turned, he will act wisely 
in mvesting all his surplus funds m such convertible securities 
as are likely to advance in price, fiom the increasing low 
rate of interest. Exchequer bills aie most likely to be the 
first affected, and then the public funds. He will, also, be 
’ more liberal in granting discounts, and other advances, and 
he will lower the rate of mterest at which he takes deposits. 
At the same time, he will be cautious in the bills he dis- 
counts. For, though money may be abundant, yet trade 
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may Ibe depressed, and tlie effects of tlie previous panic may 
be tbe failure of a great number of persons in the middle class 
of society. The banker wiU therefore be cautious in extending 
his' discounts, except on bills of an undoubted character. 

We will observe, lastly, that, in a season of pressure, it is 
peculiarly necessary that a banker should pay regard to the 
state of his own health, and to the discipline of his own mind, 
so as to guard against any morbid or gloomy apprehensions 
with regard to the future. He should attempt to form a cool 
and dispassionate judgment as to the result of passing events ,* 
endeavouring so to arrange his own affairs as to be prepared 
for whatever may occur, but taking care not to increase the 
piesent evil by predicting greater calamities. If he suffer a 
feeling of despondency to get the mastery of his mind, he 
will be less able to cope with the difficulties of his position. 
He will then, probably, refuse reasonable assistance to even 
first-rate customers, realise securities unnecessarily at a heavy 
sacrifice, and keep in his till an amount of unemployed 
treasure excessively disproportionate to the extent of his 
liabilities. This will increase the pressure. Tear, too, is 
always contagious. A banker of this melancholy tempera- 
ment will impait his apprehensions to others, and thus the 
panic will become more widely extended. 


SECTION VIII. 

THE ADMINISTEATIOH OP A BANK UNDEE THE ACT OP 1844. 

It would not be consistent with the practical chaiacter of 
this work to discuss, at great length, any theory of the 
currency. But the Act of 1844, though founded on a theory, 
was a practical measure, and has so impoitant a bearing on 
the admmistration of banking affairs, that our work would be 
regarded as incomplete were the subject altogether omitted. 
The Act of 1844 ” is the 7 «& 8 Viet. cap. 82, and is 
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entitled, “ An Act to xegnlate tlie Issue of Bank Notes, and 
for giving to the G-OTemor and Company of tke Bank of 
England certain privileges for a limited period.” It enacts 
that from and after the 31st August, 1844, the Issue depait- 
ment of the Bank of England shall be separated from the 
Banking department — ^that the issuing department may issue 
notes to the extent of 14,000,000?. upon securities set apait for 
that purpose, of which the debt of 11,015,100?. due from the 
Government to the bank shall form a part — ^that no amount 
of notes above 14,000,000z. shall be issued, except against 
gold com, or gold or silver bullion; and that the silver 
bulHon shall not exceed one-fourth the amount of gold coin 
and bullion. Any person is entitled to demand notes from 
the issmng department, in exchange for gold bullion, at the 
rate of 3?. 17s. 9(?. per ounce. Should any banker discon- 
tinue his issue of notes, the Bank of England may, upon 
application, be empowered by an Order of Council to increase 
her issue upon securities to the extent of two-thirds of the 
issue thus withdrawn; but all the profit of this increased 
issue must go to the Government 

The theory on which this Act was founded had, for several 
years previously, been brought before the public in pamphlets 
written by men of distmguished talent. Epon some of these 
pamphlets we wrote a critique, which appeared in the 
“Westminster Eeview” of January 1841. That article was 
afterwards published separately, under the title of “ Currency 
and Banking : a Beview of some of the Principles and Plans 
that have recently engaged public attention, with reference 
to the administration of the Currency.” In this leview we 
made the following observations on the plan then proposed, 
and subsequently carried out in the Act of 1844 

“ Ttieplan of mahtng the amownt of the cvtculaUon fluctuate in exact cor- 
respondence with the amount of goU the Banh of England. 

“ This plan is open to the following objections — 

" 1 Upon this plan there must be a perpetual increase and dimi- 
nution in the stock of gold, consequently a perpetual increase and 
dimmution m the amount of the currency The inciease in the amount 
of the currency would raise prices and stimulate speculation The 
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dimmtitioii in the amount of the currency -would reduce prices and 
prod-ace distress And thus there must he a constant alternation from 
high prices to low prices, and again from low puces to high prices— 
from speculation to distress, and from distress to speculation 

“ 2 But depression of prices, and their attendant miseries, may not 
he expeiionced only when the foieign exchanges aie unfayourahle 
Excessive caution, an apprehension of war, or pohtical feehng, may 
cause a domestic demand for gold, and this would cause for a while a 
contraction of the currency as severe as that which would arise from an 
unfavour able exchange , and, as the hank directois would have no dis- 
ci etionary power, hut would he required ‘ to adhere to principle,^ hy 
giving gold for notes, or notes for gold, they could do nothmg to assuage 
these calamities Accordmg to Mr. Loyd, a dram, from whatever cause 
it may arise, must he met hy a contraction of the currency Mr 
Palmer, m laymg down his rule, put in a savmg clause — *■ except under 
special circumstances,’ hut Mr Loyd * makes no exceptions 

3 To carry this system mto opeiation, would icqume a separation 
of the issumg clepartment from the other departments of the husmess of 
the hank, and this would cause still farther mconveniences The mar 
nagement of the issumg department would be exceedmgly simple The 
office of the dnectois would he a complete sinecxu’o, and, for anythmg 
they would have to do, then places might he as well supplied hy four- 
and-twenty hioomsticks A few cashiois to exchange gold for notes, or 
notes for gold, would he all the establishment lequiied, and, could Mr. 
Babbage he induced to construct a ^self-acting’ maclune to perfoim 
these operations, the whole husmess of the cmuency department might 
he carried on -without human agency But the ‘deposit department 
would require more attention 'It is m the nature of hanking business,’ 
says Mr Loyd, ' that the amount of its deposits should vary -with a 
variety of circumstances, and, as the amount of deposits vanes, the 
amount of that m which those deposits are invested (viz , the securities) 
must vary also It is, therefore, quite absurd to talk of the hank, in its 
character of a hanking concern, keepmg the amount of its securities in- 
variable ’ As, therefore, the deposits might vary, the hanli: would be a 
buyer or a seller of Government securities, and, as these variations are 
sometimes to a veiy large amount, the fluctuations m the price of the 
public funds, and of exchequer biUs, would ho vciy considerable. 
Thus the property of those who held these securities would he always 
changing m value. Again, the deposits would he withdiawn chiefly m 

* I wish I co-old have made this quotation -without introducing the names 
It would greatly assist our inquiries after truth, and lead to the fonnation of an 
independent judgment, if we could engage m discussions of this kind without 
any reference to those talented men who may have distinguished themselves as 
either the advocates or the opponents of the doctiines we mvestigate 
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seasons of pressure, and the 1)8111: would then be compelled to sell her 
securities But suppose the scarcity of money should be so great that 
the securities would be unsaleable even at a reduced price, how then 
could the bank pay off her deposits’ 

“ d If the currency were administered upon this principle, the bank 
would be unable to grant assistance to the commercial and manu- 
facturmg classes m seasons of calamity 
"Mr Loyd exclaims, ‘Let not the borrowers of money, Government 
and commerce, approach, with then dangeious and seductive influences, 
the creator of money ’ But, with aU deference to Mr Loyd, we contend 
that it IS the provmce of a bank to afford assistance to trade and 
commerce in seasons of pressure Mr Loyd, as a practical banker, 
would no doubt afford assistance to his own customers m such seasons ; 
and, if this be the piovmce and duty of a private banker, the duty is 
more imperative on a pubhc bankmg company, and moie imperative 
still on a bank mvested by the legislature with pecuhar privileges for 
the public good Mr Loyd says, ‘Let the bank afford this assistance 
out of her own funds ’ But, under Mr Loyd’s system, she could grant 
assistance only by selhng securities, and what lelief would she afford 
by selhng secimities with one hand, and londmg out the money with the 
othei ’ Besides, is it certam that, undei such a piessuie as Mr Loyd’s 
system must occasionally pioduce, these secmuties would be saleable at 
even any price’ ‘But,’ says Mr Loyd, ‘mdividuals may afford tins 
assistance’ In seasons of pressure few individuals have more ample 
funds than what are necessary for the supply of their own wants 
When the distress is caused by a contraction of the currency, it can only 
be removed by an mcieased issue of notes And there are many <ihses, 
such for instance as* that of the Northern and Cential Bank, m which 
assistance can only be effectually rendered in this manner 
"We consider that any system of admimsteimg the ouirency, which 
prohibits the banking institutions of the country horn granting rehef to 
the commercial and nJanufacturmg classes, must be unsound We 
should condemn such a system at once, even if we could not detect the 
fallacies on which it was founded In pohtieal economy wo can judge 
of principles only by then practical effects— and any system which 
produces these effects must be unsound When seasons of calamity 
occur, it IS not for«the national bank to exclaim, Bauve qui pent They 
ought to co-operate with the Government in attempkng to reheve the 
distress, and to preserve the tranqLuiIhty of the country.” 

These remarks, written in the year 1841, might, if put 
into the past tense, almost serve for a history of the year 
1847. The *Act of 1844 was formed upon the prmciple 
which IS here condemned; and the effects described have 
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actually occurred. There have been great fluctuations in the 
amount of the circulation, in the rate of interest, and in the 
puces of the public securities. There have been great specu- 
lations, followed by great distress. The Government funds 
have in large amounts been unsaleable ; and the bank has 
been unable to afford relief to the commercial classes. A 
seveie pressuiehas taken place; and, in consequence of this 
severe pressure, the Act was suspended. It has been denied 
that this piessure was produced or inci eased by the Act. 
But, how stand the facts ^ The Act was passed, and, as 
predicted, a pressure came ; the Act was continued, and the 
pressm-e increased . the Act was suspended, and the pressure 
went away. These are not opinions — they are facts. 

At the meeting of Parliament in the latter end of 1847, 
committees were appointed by both the House of Lords and 
the House of Commons, to “ inquire into the causes of the 
distress which has for some time prevailed among the com- 
mercial classes ; and how far it has been affected by the laws 
for regulating the issue of bank notes payable on demand.” 
The following is an extract from the Eeport of the Lords’ 
Committee as to the causes of the pressure • — 

A sudden and unexampled demand for foieign coin, produced by a 
failure m many descriptions of agiicultuial pioduce tliroughout the 
United Kingdom, coincided with the unprecedented extent of specu- 
lation jiroduced by moieased facilities of ciedit and a low rate ot 
interest, and had for some time occasioned over-trachng in many 
blanches of commerce This was more especially felt in railroads, for 
which calls to a large amount were daily becoming payable, without 
coriespondmg funds to meet them, except by the withdrawal of capital 
from othei pursmts and investments These causes account for much 
of the pressure undei which many of the weaker commercial firms were 
doomed to sink, and which was felt even by the strongest To these 
causes may be added a contempoianeous rise of price in cotton , and, 
with respect to houses connected with the East and West India trade, a 
sudden and extensive fall m the price of sugar, by which the value of 
their most readily available assets underwent great depreciation 
“ Some of these causes are obviously beyond the reach of legislative 
control But upon those which are connected with the extension of 
commercial speculation, encouraged or cheeked by the facility oi the 
difficulty of obtaining credit, by the advance of capital and the discount 
of bills, the powers and position of the Bank of England must at all 
VOL I. n 
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times enable that corporation to exercise an, important influence The 
committee have conseiiuently felt it to be their duty to inq.uire mto the 
course pursued by the bank actmg under the provisions of the 7 and 8 
Vict c 32j and they have come to the conclusion that the recent panic 
was materially aggravated by the operation of that statute, and by the 
proceedings of the bank itself. This effect may be traced, directly, to 
the Act of 1844, in the legislative restriction imposed on the means of 
accommodation, whilst a large amount of bullion was held m the coffers 
of the banlc, and during a time of favourable exchanges , and it may be 
traced to the same cause, mdnectly, as a consequence of great fluctua- 
tions m the rate of discount, and of capital previously advanced at an 
unusually low rate of interest This com'se the bank would hardly 
have felt itself justified m taking, had not an impression existed that, 
by the separation of the issue and the banking departments, one in- 
flexible rule for regulatmg the banlc issues had been substituted by law 
m place of the discretion formerly vested in the bank ” 

The nature and extent of the pressure is thus described by 
the Governor and Deputy-Governor of the Bank of England — 

“ The pame began by tho failm'es m the coin trade The price Jof 
wheat had iisen to about 120s Large amvals of giam from tho 
contment of Europe and from America, coupled with the prospect of an 
early and abundant harvest, caused a sudden fall m price to about 60s , 
with a coriespondmg dechne in Indian com The failure of most of 
the corn speculators followed this great reduction in price, and their 
failure caused the stoppage of an emment discount broker having a 
large country connexion This latter failure, by closing one of tho 
prmcipal channels of discount between the country and London, caused 
distrust to extend mto the country Credit became affected by those 
failures, and several London firms of high standmg also failed Then 
followed in rapid succession the failure of the Eoyal Bank of Liverpool, 
the Liverpool Bankmg Company, tlie North and South Wales Banlnng 
Company, some private country banks, and the Umon Bank of New- 
castle, followed by a tremendous run upon the Northumberland and 
Duiham Distiict Bank To these disasters succeeded alarm, and an 
almost total prostration of credit The London bankers and discount 
brokers refused to giant the usual accommodation to thou customers, 
and necessarily obhged every one requuing assistance to resort to tho 
Bank of England Money was hoarded to a considerable extent . so 
much so, that notwithstanding the notes and com issued to the public 
m October, exceeded by 4,000,000? or 5,000,000? the amount with the 
pubhc in August, still the general complaint was of a scarcity of money 
Credit was so entirely destroyed, that houses trading to distant countries 
cariymg on them busmess through the means of credit, by a renewal of 
their acceptances as they became duo, were no longer able to meet their 
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engagements, and -were forced to stop payment This was the state of 
things pievions to the issmng of the Grovernment letter m October 

The Committee of the House of Commons dehyered a 
Eeport in favour of the continuance of the bill without 
alteration — in opposition to the opinions of by far the 
majority of the witnesses who were examined. 

Those witnesses who are friendly to the Act contend that 
it has secured the convertibility of the Bank of England 
note, — ^that this convertibihty was endangered in 1825, in 
1837, and in 1839, and would have been endangered in 1847 
but for this Act.f 

By the phrase ‘‘securing the convertibility of the note,” 
it is not meant that the issue department of the Bank of 
England held a sufficient amount of gold and silver to pay 
off all the notes it had issued. It is obvious that the gold 
and silver in hand must always be fourteen millions less than 
tins amount, inasmuch as fourteen millions of notes are 
issued against securities. By “ securing the convertibility of 
the note,” is meant, that the issue department of the Bank of 
England were in a condition to pay off any amount of notes 
of which payment was likely to be demanded for the purpose 
of exporting the gold — ^the issue department was always m a 
condition to meet any foreign demand for gold. This is 
called, “secuimg the convertibility of the note.” 

It has been contended, that the Act has retained in the 
vaults of the Bank of England a larger amount of gold and 
silver than would otherwise have been retained. And as this 
amount is set apart for the express purpose of paying the 
notes, their payment is so far additionally secured. On the 
other hand, it has been maintained that, by thus reserving all 
the gold to pay the notes, we endangered the payment of the 
deposits. And had the banking department stopped pay- 
ment, a domestic run would have taken place upon the 
issuing department, and thus the payment of the notes would 
still have been endangered. 

* Lords, No 12 

t See the Evidence before the Coxomittee of the House of Lords, Questions 
No 1406 to 1409, and No. 3169 
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The following is the evidence of a director of tlie Bank of 
Liverpool upon the subject — 

"Witli regard to sectumg the convertibility of the notes^ what is your 
opinion of the bill 

“ I do not think it has secured the convertibility of the notes at all 
The notes remainod convertible up to the suspension of the bill , but 
I believe that, if the bill had not been suspended then, or some snnilar 
meastne adoiited, notes would have ceased to be convex table Looking 
to the general state of things throughout the country, and to what I 
know to havo been the state of tlungs in London, and the position of 
ti’ade generally— to the alarm that w^as spreading rapidly through the 
eountiy, and to the fact that the powei of the bank had been reduced 
to such a point, tliat if there had been any apprehension of the failuie 
of the country banks, it could not farther support them, and that very 
little might have occasioned (I might perhaps go farther, and say, 
would have occasioned) the failure of banks in large towns and ui tho 
country— bolievmg that if one or two countiy banks of any magnitude 
had failed, alarm would have spread throughout the kingdom, or if ono 
or two London banks had failed, consternation would have been general 
— seeing, also, the considerable amount of lesorvo in the hands ot the 
country banlcers and joint-stock banlcs, and the necessity that there 
would havo been of havmg that reserve as early as possible converted 
into gold if the bank was obhged to stop — seeing that a reserve of 
2D,000Z for each of 300 country banks would have taken six or seven 
milhons, or of 16,000Z each would have taken five millions— and that if 
the run for gold had once begun, it would probably have gone on till 
the treasury was dramed — seemg all this, my firm opinion is, that the 
bill of 1844 has not secured convertibihty, and I state the grounds on 
which that opimon is formed ”* 

It seems useless at present to speculate upon such a state 
of things, as we now know that before the pressure arrived to 
such a keight as to cause the banking department to stop 
payment, the Act would be suspended. Bui, it seems fair to 
ask, whether the precautions of the Act aie not dispropor- 
tionate to the danger? We ought to consider not meiely 
the greatness of the evil, but also the probability of its 
occurrence; and is it wise to inflict upon ourselves a vast 
number of serious evils merely to guard against a danger that 
may never occur? It may farther be asked, whether the 
stringent measures that were necessary last year to keep the 
* Commons, No 94 
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baiildng department fiom stopping payment, A^vould not have 
been equally effectual under the previous state of* the law in 
preserving the convertibility of the notes ? 

It should be recollected, too, that previous to the passing 
of the Act of 18-14, the bank had the powei of rectifying the 
exchanges by means of foreign credits, as they did in the 
year 1839 * But the directors, being now relieved from all 
responsibility with regard to the issue department, have no 
inducement to engage in such an operation. Indeed, they 
might be censured for mterfeiing with the principle of the 
Act, that the exchanges shall be rectified by a transmission 
of gold and silver. 

It would appear fiom the evidence, that the sole advan- 
tage NOW claimed for the Act is, that it has secured the 
convertibility of the note. Other advantages, however, were 
expected to result. Those expectations are thus disposed of 
in the Eeport of the Lords’ Committee : — 

It is true that to those who may have expected that the 7 & 8 Viot. 
0 32 would effectually prevent a recurrence of cycles of commercial 
excitement and depression, the contrast between the years 1845 and 
1847 must produce a giievous disaiipomtment To those who antici- 
pated that the Act would put a check on improvident speculation, the 
disappomtment caunot be less, if reliance is to be placed (as tho 
comimttee are confident it may) on the statement of the governor of the 
bank, and of other witnesses, that ^ sxieculations were never carried to 
such an enosmous extent as m 1846 and the begmnmg of 1847 ’ If the 
Act weie rehed on as a security agamst violent fluctuations m the value 
of money, the fallaciousness of such anticipation is conclusively proved 
by the fact, that whilst the difference between tho highest and lowest 
rate of discount was in the calamitous years 1837 and 1839 but 2i to 2| 
per cent , the difference m 1847 rose to If it was contemplated that 
the number and the extent of commercial failures would have been 
lessened, the deplorable narrative of the governor of the bank, recordmg 
the failure of thirty-thiee houses comparatively m large busmess, m 
London alone, to the amount of 8,129,000Z , is a conclusive reply If 
the enoimous extent to which laihoad speculation has been earned be 
considered as an evil to which a sound system of banking could have 
apphed a corrective, such a corrective has not been found m an Act, 

* Several of the witnesses made suggestions for lectifynig this exchange hy 
other means than the expoitatiou of gold — See Commons, 97, 2018 2023, 2579, 
2614, 2620 
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since the passing of which, during a period of three years, an increased 
railway capital of upwards of 221,000,000?. has been authorized to be 
raised by Parliament, and when the enormous sum of 76,390,000? is 
stated, on high financial authority, to have been actually expended on 
railways m two years and a half If the power of obtaining banting 
accommodation on moderate teims weie considered to be promoted by 
the Act of 1844, it cannot be said that this important object has been 
attained, smce it appears in evidence that in 1847, m addition to an 
interest of 9 oi 10 per cent , a commission was also frequently paid, 
raismg the charge to 10, 20, or 30 per cent , according to the time which 
bids had to run ” 

The Report might have added, that if it was expected 
that the amount of notes m the hands of the public would 
fluctuate m exact correspondence with the fluctuations in the 
amount of gold m the Bank of England, that expectation has 
not been fulfilled From the censure cast on the Bank of 
England before the Act was passed for not producing tliis 
coirespondence, it may be inferred that such an expectation 
was entei tamed.* 

Those who are opposed to the Act of 1844 bring against it 
the following accusations : — 

First. The Act of 1844 is accused of having produced an 
abundance of money and a low rate of interest, and thus 
have stimulated to excessive speculation. We showed, in the 
last Section, that these are always the precursors of a pressure. 

According to this Act, all persons are entitled to demand 
from the issue department of the Bank of England, Bank of 
England notes in exchange for gold bullion at the rate of 
37 17s. 2d. per ounce of standard gold. When, therefore, 
the foreign exchanges are favourable to the importation of 
gold, this gold, consistmg of gold bars and foreign gold coin, 
which could not be used as money in this country, is taken 
to the issue department, and mstantly converted into Bank of 
England notes. The amount of notes is thus increased 
beyond what the transactions of the country require. Money 
becomes plentiful, the rate of interest falls, and the low rate 
of interest gives facilities to speculative undertakings 

* See the Evidence taken before the Committee on Banks of Issue, No 2677 
—2713. 
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It must be acknowledged that, previous to the passing of 
this Act, the bank directors had adopted the principle of 
purchasing all foreign gold that might be offered them at 
dl. i7s. 9d. an ounce ; and it formed a feature of their system 
of management, as explained before a committee of the 
House of Commons in the year 1832. When the advocates 
of the Act say that it is only during a season of pressure that 
the Act comes into operation,* they can mean only that it is 
during such a season that the system established by the Act 
differs from the system previously in existence. The Act is 
as much in operation when it gives out notes as when it gives 
out gold. 

It must also be acknowledged that on the 31st August, 
1844, when the Act came into operation, there was a large 
amount of gold in the bank, and a low rate of interest 
consequently prevailed. This gold had accumulated, not 
literally m consequence of the Act, but in consequence of the 
principle embodied in the Act. From the adoption of this 
principle, the gold in the vaults of the bank still farther 
increased after the passing of the Act. 

It must be farther acknowledged, that although the Act 
requires the issue department at all times to issue notes 
against gold, it does not require that the Bank of England 
shall at all times issue 14,000, OOOZ. against securities The Act 
merely requires that the amount shall not exceed 14,000,0001 
And a London banker who was exammed as a witness 
before the Lords’ Committee, said he expected that when the 
Act came into operation the bank would not issue at ffrst 
more than 11,000,0001 against secmlties, and that the re- 
maining 3,000,0001 would not be issued until the rate of 
interest had advanced to 3|- or 4 per cent. But the Act did 
not require the Bank of England to adopt this course ; and 
its adoption would probably have been considered by some 
parties as a departure from its principle. For it is a funda- 
mental prmciple of the Act, that the amount of circulation 
shall jerk up and down m exact conformity to the import- 
ations or exportations of gold. And hence during a favour- 
* Commons, 5121 
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able course of exchange money must be abundant, and 
interest must be low. 

It IS alleged that the Act still farther reduced the rate of 
interest, and piomoted speculative undertakings, by placing 
the Bank of England in a position in which the directors 
were led to adopt a new system of management. 

In September, 1844, soon after the Act was passed, the 
directors, whose rate of interest had never previously been 
lower than 4 per cent., reduced it to 2|- per cent. The 
object of this reduction was to invest a larger portion of their 
funds in the discount of biUs. It is stated that, to effect this 
object, the directors not only reduced their rate of discount, 
but also canvassed for busmess, and thus gave a stimulus to 
new tiansactions. They had been told that the banking 
department of the Bank of England was to be managed 
"like any other banking concern using Bank of England 
notes ” And it is not an unusual thing for bankers, when 
they cannot employ their funds at so high a rate of interest 
as they wish to obtain, to employ them at a lower rate Nor 
is it unusual for a banker to offer his surplus cash to bill- 
brokers and others, who aie known to be in the habit of 
supplying bankers with bills. But however consistent the 
conduct of the dmectors may have been with banking prin- 
ciples, the reduction of the bank rate of discount immediately 
caused a reduction in the market rate, and in the rates 
charged by bankers throughout the country. Eor it must be 
observed, that when the bank lowers her rate of interest upon 
money in seasons of abundance, it has the necessary effect of 
reducing the market rate of interest still lower than the 
bank rate. Suppose, for instance, the bank discounts at 
5 per cent, and the market rate of discount is 4 per cent , of 
course no bills are offered for discount to the bank. Then 
the bank, to get discounts, lowers her rate of mterest to 4 per 
cent. A portion of bills that were previously discounted by 
private bankers and bill-brokers will then be taken to the 
bank ; but the notes thus drawn from the bank make money 
still more plentiful, and the market rate falls to 3 ^ or 3 per 
cent. Now, should the bank reduce her rate to 3 per cent. 
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the same effects would again follow. For the additional 
notes thus drawn out would make money so abundant, as to 
reduce the market rate of interest to 2|- or 2 per cent, and 
so on. • 

But in seasons of scarcity, precisely the opposite effect 
follows. For when the bank raises the rate of discount, it 
has the effect of raising the market rate still higher. Thus, 
if the bank should be discounting at 5 per cent, and the 
market rate should be 5^ per cent , let the bank raise her 
rate to 6 per cent, and the market rate will immediately 
become 7 or perhaps 8 per cent, or eyen higher upon inferior 
bills. For the bank rate of discount will be the market late 
for only the first class of bills— such bills as could be dis- 
counted at the bank ; and all bills of the second class wiU 
have to pay an advanced rate, and those of a stiU more 
inferior character will not be discountable at all 
In 1844 the rate of discount was lower than in any previous 
season of abundance of money. This low rate of interest 
was produced, in the first place, by the prmciple of the Act 
of 1844, which caused the issue of a large amount of notes 
against gold and silver bullion, and, ’'secondly, by that 
provision of the Act which separated the two departments, 
and thus bi ought the banking department of the Bank of 
England into competition with other bankers and money 
dealeis, as discounters of bills * The dnectors of the bank 
seem to think that the spmt of the Act of 1844 req[uiied that 
the bank should employ its reseive. 

“ If wo keep the notes m the leserve, mstead of givmg them out to 
the piihhc, the effect that ought to he produced by gold coming mto 
the country is counteracted, itmduces a largei ^ount of capital to 
come mto the coimtiy, because you do not allow that portion which has 
come m to be employed If you do not put out the gold, or the repie- 
sentative of gold, you entnely pievent its havmg any effect upon the 
circulation The exchange wiU be kept up, and gold will contmue to 
come m ”t 

Thus it appears that, although there is no positive enact- 
ment in the Act respectmg the management of the banking 
department, the directors so understand its spirit as to believe 
Oommons, 2275, 5189, 5347 to 5350. t Commons, 3009 
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tliat when gold is going out of the country they ought to 
take measures to prevent its exit ; and when gold is coming 
into the country, they ought to endeavour to drive it back 
again. The first object is attained hy rafsmg the rate of 
interest very high ; the second, by reducing it very low. It 
must, however, be acknowledged that, apart from any efforts 
of the banking department, a large importation of gold will 
under the Act necessarily cause a low rate of mterest. 

Secondly. The next charge against the Act of 1844 is, 
that it does not admit of those occasional expansions of the 
amount of notes in cuculation which are often required by 
the domestic tiansactions of the country. 

It is alleged that one imperfection of the Act was strikingly 
manifested in the beginning of the year 1846. The Parlia- 
ment required that all railway companies that intended to 
apply for an Act, should lodge 10 per cent, on their capital 
within fifteen days after the meeting of Parliament It was 
impossible to say beforehand what amount of notes would be 
reqmred to make these payments It was vaiiously estimated 
at from 12,000,000^. to 25,000,000?, while all the notes in 
the hands of the public amounted to only about 20,000,000?. 
Ultimately the railway companies of Ireland and Scotland 
were allowed to make their payments in Dublin and Edin- 
burgh, respectively; and the payments in London did not 
amount to more than 14,000,000?.* This large sum was 
paid by means of the bankmg department of the Bank of 
England lending out the money as fast as it was received. 
Had the Act of 1844 not been in existence, the Bank of 
England (as in the case of the West India loan, and of 
previous loans) might have lent out the money before the 
time of payment arrived, and no apprehensions would have 
been entertained. The notes ui circulation would have been 
largely increased for a few days, and then again have sub- 
sided to the former amount. As it was, the payment was 
not made through any virtue in the Act. And had it been 
required under different circumstances, or when the banking 
department had a smaller reserve, it could not have been 
made at allf 

* Lords, 1209, 1214 
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It is farther alleged, that the Act of 1844 requires an 
immediate contraction in the amount of the notes whenever 
gold is exported for merely a temporary or specific purpose. 
Between March 13 and April 24, 1847, 2,237, 200^^ was 
exported in payments for corn An equal amount of notes 
was of course cancelled by the issue department. These 
notes must have been taken out of the hands of the pubhc, or 
fiom the banking department of the Bank of England. 
About the same time, the Government had occasion to 
borrow of the banking department about 3,500,000Z. to pay 
the April dividends. The banking department, consequently, 
for a while limited their discounts, and even refused to grant 
loans on exchequer biUs. Great pressure was consequently 
felt, though it did not last for a long time. Mow it is alleged, 
that if the Act of 3 844 had not existed, the directors would 
have allowed the gold to be exported without immediately 
contracting the notes in circulation. They would have lent 
the money required by the Government, without refusing the 
loans and discounts to the pubhc ; and the contraction of the 
circulation, by being extended over one or two months, 
instead of a few weeks, might have produced no incon- 
venience. 

By the Act of 1844, the circulation of the comitry banks 
was restricted to a certain amount. The average of the 
twelve weeks ending the 27th of April, 1844, was fixed for 
the maximum. During some months in the year the country 
requires more notes than this maximum ; and, as the banks 
can issue no more notes of their own, they obtain Bank of 
England notes from London. In the year 1845 Acts of 
Parliament were passed for the regulation of the notes issued 
in Scotland and Ireland. Beyond certain fixed amounts, the 
banks in these countries are required to hold gold equal to 
the amount of notes in circulation. In both countries this 
circulation fluctuates. In Scotland, the highest amount is 
in November. In Ireland, the highest amount is in January 
or Eebruary. In these months they require more gold, and 
this gold they obtain from the issue department in exchange 
for Bank of England notes. Before the Act of 1844, the 
circulation of the country parts of England, of Scotland, and 
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of Ireland, expanded or contracted as required by tlie wants 
of the pnbbc, without affecting the London circulation of the 
Bank of England , but under this Act, the expansion of the 
ciiculation of the country banks, the banks of Scotland and 
of Ireland, aie attended by a contraction of the circulation of 
Bank of England notes in London. This may not be a 
matter of much consequence in ordinary times, when the 
banking department of the Bank of England has a largo 
reserve , but in seasons of pressure, such as occurred in 1847, 
this drain on the London circulation may be more severely 
felt. 

It may be farther stated, that the withdrawal or discon- 
tinuance of a certain amount of bills of exchange, through 
loss of credit or otherwise, would render a larger amount of 
bank notes necessary to fill up the space formerly occupied 
by those bills of exchange. But for such a circumstance no 
provision is made by the Act.* 

Thndly. It is alleged that the Act of 1844 tends to pro- 
duce and to aggravate pressure, and at the same time de- 
prives the Bank of England of the power of granting ade- 
quate assistance, even when the pressure is most urgent, and 
when assistance can be rendered without any danger of 
affecting the foreign exchanges. 

This objection assumes that a pressure is an evil.. It as- 
sumes, that to advance the rate of interest to a rate which no 
profit can afford to pay — to deprive solvent houses of the 
means of meeting then* legitimate engagements — to cause a 
universal reduction of prices, and thus to baffle the calcuila- 
tions of even the most prudent — to reduce wealthy merchants 
to the condition of paupers — to deprive manufacturers of the 
means of executing their orders, and thus to throw thousanils 
of mdustiious people out of employment— to sell to foreigners 
large amounts of goods and manufactures at less than the 
prime cost, thus causing a great national loss — to paralyse 
the national industry — ^to stop the progress of useful works — 
and to destroy confidence and credit — ^the objection assumes, 
that a pressure which produces effects like these is a national 
evil. And such must be the opinion of those who suspended 
Loids, 232-235 
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tlie Act, and of tkose who approve of that suspension ; for it 
was to prevent or to remove evils like these, that the Act 
was suspended. 

It IS alleged that the Act tends to produce such pressures. 
By issuing notes against all the importations of gold, it 
causes abundance of money, lowers the rate of interest, and 
stimulates to ‘speculative undeitaking (thus the low late of 
interest in 1844 and 1845 stimulated the railway specula- 
tions), and then, speculation is always succeeded by pressure. 
If, therefore, similar causes produce similar effects, and if the 
future shall resemble the past, the operation of the Act of 
1844 will tend to produce pressure. 

It IS farther alleged, that when a pressure occurs without 
being produced by the Act, then the Act tends to aggravate 
the pressure. An unfa-v ourable course of the exchange may 
be produced by a large impoitation of com. The Act re- 
quires that the exchange shall be rectified by an exportation 
of gold, and that this expoitation of gold shall be attended 
by a contraction of the domestic circulation (according to the 
present meaning of the word circulation) to an equal amount. 
It IS hardly necessary to show that these regulations must 
aggravate a 2 iiessure 

It has been said, that the pressuie of 1847 was produced 
by the railway speculations and the famine, and therefore it 
was not produced or increased by the Act of 1844. We do 
not perceive the soundness of this reasoning, and it seems to 
show a forgetfulness of the peculiar operation of the Act. 
The Act requires that the amount of notes in circulation 
shall fluctuate in exact accordance with the amount of 
bullion. Eailway speculations, famine, foreign loans, or a 
hundred other tlnngs, may turn the foreign exchanges, and 
cause gold to be exported, but it is the Act which causes our 
circulation of notes to be contracted m proportion as the gold 
is withdrawn. So a hundred different circumstances may 
cause gold to be imported, but it is the Act which causes the 
chculation to be inflated m correspondence with this in- 
creased amount of gold Heiein, we think, is the injurious 
operation of the Act When the exchanges are favourable, 
gold IS imported. The gold is in bars and foreign com, and 
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could not pass as money. But the Act issues notes against 
this gold, thus increasing the circulation, lowering the rate of 
interest, and giving rise to speculations of all kinds. These 
speculations, co-operating possibly with other causes, turn the 
exchanges. Notes are then taken to the bank, and gold 
demanded, for the puipose of being exported. This conti ac- 
tion of the circulation of notes produces pressure, and the 
apprehension of farther pressure produces panic. 

They who contend that the Act of 1844 has not ‘‘in the 
slightest degree tended either to create or to increase the 
pressure”* of 1847, seem to be inconsistent in contending, 
at the same time, tliat the Act has preserved the converti- 
bility of the bank note. It was the pressure and the high 
rate of interest, and low prices consequent upon the pressure, 
that checked the efflux of gold, and toned the exchanges. 
Now, if the Act had no effect in producing or increasing that 
pressure, the convertibihty of the note, by whatever causes it 
was secured, was not secured by the Act. If the Act did not 
m the slightest degree either create or increase the pressure, 
in what way, we ask, could it preserve the convertibility of 
the note ? It appears to us that those who contend that the 
Act preserved the convertibihty of the note, are bound by 
consistency to admit that the Act produced or increased the 
pressure. 

It is farther alleged that the Act aggravates a pressure by 
the “ panic ” which it creates. It is stated that, dmlng the 
pressure of 1847, notes to the amount of 4,000,000?. were 
hoarded under the influence of pamc, and this hoarding was 
occasioned by the provisions of the Act. It must be acknow- 
ledged, however, that something of this kind has taken place 
in former pressures. We noticed this circumstance with 
reference to the pressure of 1836, and again with reference 
to the pressure of 1839. 

A contraction of the circulation leads to a general appre- 
hension of danger. Hence the bankeis and others keep 
larger reserves of bank notes on hand, in order to be prepared 
for the worst, and thus the evils of the contraction are con- 
siderably increased. That portion of the notes of the Bank 
* Lozds, 3106 
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of England which is passing from hand to hand, may be 
called the active circulation. That portion which is lioaided, 
or kept in reserve to meet possible demands, may be called 
the dead circulation. Now, it is quite certain that the dead 
circulation, while it remains in that state, has no effect upon 
the prices of commodities — the spirit of circulation — or the 
foreign exchanges. These are affected only by the active 
circulation. In seasons of pressure the dead circulation is 
increased at the expense of the active ciiculation, because 
people hoard their money to meet contmgencies. Hence we 
find the piessure is often more severe than the reduction of 
the bank circulation would seem to warrant. But the fact is, 
that the pressure is in proportion to the reduction of the 
activ.e circulation, and not in proportion to the reduction of 
the whole circulation. On the other hand, in seasons of 
abundance, the dead circulation is diminished, the active 
circulation pioportionably increased, and hence the stimulus 
given to trade and speculation is much greater than the 
returns of the Bank of England would warrant us to expect. 

If this disposition to hoard — or, more properly, to make 
provision for future or contmgent demands — existed in 1837 
and 1839, when the Bank of England had the unrestricted 
power of issuing notes ; when there was the most unbounded 
confidence m her ability to render assistance — and when 
every solvent person expected, if necessary, to receive that 
assistance — it is natoal to suppose tha,t this disposition would 
be stionger in 1847, when the Bank of England had become 
divided into two departments — one of which could issue no 
notes except against gold, and the other had barely notes 
enough to meet its own obligations. Eor this alteration in 
the condition of the Bank of England, and the consequent 
feelings it inspired, the Act of 1844 is clearly lesponsible 

It IS said that this desire of “ hoarding ” arose from panic ; 
and that the sum thus “ hoarded ” amounted to 4,000,0007 
of notes. It is difficult to state where prudence ends and 
panic begins. This hoarding was no doubt carried on by all 
the joint-stock and private bankers, who, having received 
from the public large sums of money payable on demand, 
deemed it prudent to put themselves in a condition to repay 
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these sums in case they should be demanded. And, from the 
number of banking establishmei^s that exist in London, and 
throughout the country, it is reasonable to suppose that the 
sums thus hoarded must have been considerable. Many 
private parties, too, from distrust of their bankers, probably 
kept their hoards in their own hands. No blame, however, 
can attach to the bankers; for, although this “hoarding” 
increases the piessm’e, yet, were they not to adopt this course, 
their banks might stop payment, and thus a heavier calamity 
would fall upon the public. 

It IS farther alleged that the Act of 1844 has deprived the 
Bank of England of the power of granting assistance by the 
issue of notes during a pressure, even when the pressure is 
most urgent, and the foreign exchanges are favourable. 
Before the passing of the Act, when theie was no separation 
of departments, the bank directors restricted their issues 
when the exchanges were unfavourable, but extended them 
when the exchanges were favouiable. Hence, during the 
pressuie of 1837, they granted assistance by a farther issue 
of notes to the Northern and Central Bank, because the 
exchanges had become favourable. Between the periods of 
an efflux and an influx of gold there is always an interval of 
time. This interval is usually the liighest point of the pres- 
sure ; and heretofore the Bank of England would relieve the 
pressuie by extending her issue of notes, in anticipation of 
the gold about to arnvd By this means solvent houses were 
prevented stopping. Confidence was restored, “hoarding” 
was diminished, and the pressure removed. But the Act of 
1844 does not allow this. No additional notes can be issued 
until the gold has returned. The same comse must be fol- 
lowed, whether the exchanges are favourable or unfavour- 
able ; and to anticipate the return of the gold, by a farther 
issue of notes, under any circumstances, however urgent, 
would be a departure from the prmciple of the Act. That 
such a departure, however, may be made with immense ad- 
vantage to the public, is obvious from the effects which imme- 
diately folloM^ed the suspension of the Act in October, 1847.* 

It IS chiefly in this respect that the system established by 
* Commons, 5387 — 6389 
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the Act differs from the system previously in operation. 
And some of the witnesses, looking no farther than this, 
merely recommended that a power to suspend the Act in 
cases of severe pressure, should he lodged either with the 
Government or the Bank. We feel no regret that the 
Legislature did not comply with this recommendation. It 
is this inflexibility of the Act which makes the commercial 
classes feei^ the unsoundness of its whole principle. Had a 
dispensing power been granted, we should merely have fallen 
back upon the previous system, with the additional disad- 
vantage that the bank would never be able to adopt a better 
system, even if so disposed. The directors had for several 
years professed to govern the issue of notes by the foreign 
exchanges, but departed from that principle according to 
their discretion. The Act of 1844, by its inflexible enact- 
ments, put this principle to the test of experiment. The 
principle could not bear that test, and hence the Act was 
suspended. There is now a chance, at least, that we shall get 
a better system. The following is the language we addressed 
to the joint-stock banks at the time the Act was passed • — 

“ It must be acknowledged that the principle of regulating 
the currency by the stock of bullion in the Bank of England, 
as proposed by Sir Eobert Peel, is one which the joint-stock 
banks, as well as the private banks, have strongly condemned. 
But since we cannot obtam the adoption of our own views, 
the question for our consideration is, Whether the existing 
system or that now proposed will best promote the interests 
of our estabhshments ? And we shall probably determine 
that it is better to have a uniform law, the operations of 
which may be subjected to some degree of calculation, than 
unknown laws, which are applied or suspended according to 
the impulse of caprice. 

“The proposed measure is an experiment; and so ex- 
cellent is the machinery, that the experiment interferes as 
little as possible with existing interests. And the old ma- 
chinery being retained by the contmuance of the country 
issues, the return is easy to the former system, if necessary, 
befoie any serious injury can be inflicted on the country. 

VOL I. 'I 
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“ A.S practical bankers, we contend that experience is tlie 
only test of the soundness of a theory. Let, then, ' the cur- 
rency principle ’ be tried by this test. If it succeeds, the 
jomt-stock bankers, in common with every other class of the 
community, wiE share the advantage. If it fails, then other 
principles wEl, peihaps, be tned; and, notwithstanding all 
the denunciations we have heard upon the subject, it may 
perhaps be ultimately found that the principle of ‘ competing 
issues,’ as practised in Scotland, is the only effective prin- 
ciple by which the currency throughout the IJnited Kingdom 
can be managed.” 

It IS obvious that “ the currency principle ” has been tried 
and has failed. It seems now to be the proper time to try 
the antagonist principle— that the amount of the domestic 
currency should be wholly unaffected by the importations or 
exportations of bulhon. We doubt not that the talent and 
ingenuity which Earned the Act of 1844 can construct a plan 
for bringing this principle also to the test of experiment. 
When this is done, we will judge of the soundness of the 
principle by its results. So far as it has hitherto been tried, 
it has never failed. 

We have thus endeavoured to trace (impartially, as we 
believe) the practical operation of the Act of 1844. It is 
reasonable to suppose, that under similar circumstances it 
will produce similar effects. What will be its effects under 
other circumstances, we have yet to learn. "We have yet to 
learn what wiU be the operation of the Act under a large 
importation of gold, db initio, Eom a favourable state of the 
exchanges— what wiU be the effect of the AcMuring a pres- 
sure, when it shall not be suspended— and how its effects 
may be increased or mitigated by any different system of 
management on the part of the bankmg department. We 
have yet to learn how the Act wiU. work financially during a 
large falling off m the pubhc revenue, an mcrease of taxation, 
or contracts for large Grovernment loans; and how it will 
work during a war, in which we may have to maiutain 
armies on the Oontment, or to subsidize foreign powers. We 
have yet to learn whether the issuing department will be 



115 


on Banking. 

ultimately removed from the Bank of England to the Ex- 
chequer, and we shall have a paper currency issued by the 
Government under the authority of an Act the provisions of 
which may be suspended (as heretofore) by the same Govein- 
ment ; and also whether the future suspensions of the Act 
will ever be influenced by party or political considerations. 
And, finally, we have yet to learn how the Act will work in 
case of any large importations of gold from the mines of 
Eiissia or California. 

We may be reminded that, should the Act uork unfavour- 
ably under any of the above circumstances, there is one 
remedy always at hand — the remedy which has already been 
applied — to suspend it. And no doubt, under any Govern- 
ment, men will be found who will have the courage to apply 
this remedy. But this will not remove the previous evil 
The suspension, too, may be long delayed, and in the mean 
time much mischief may arise. In the next pressure the 
nation will be like a cat in an air-pump.” The animal will 
not be allowed to die, but at what precise period of ex- 
haustion relief will be afforded will depend upon the views 
and theories of the philosophic statesman who may at the 
time be performing the experiment. 

It will not be safe for practical bankers to calculate with 
too much confidence upon the suspension of the Act. They 
^ould make their arrangements on the supposition that it 
will not be suspended. And it behoves them to inquire what 
are the principles upon which, under such circumstances, 
their establishments ought to be administered. This we shall 
now proceed to'do. 

We pointed out at the passing of the Act the course which 
we thought prudent bankers ought to pursue. 

In future, the amount of notes m circulation we observed, will 
be regulated by the foreign exchanges. When the exchanges 
are favourable, money will be abundant ; when they are un- 
favourable, it will be scarce. The evils arising from a scarcity 
of money can only be avoided by following a prudent hne of 
conduct when money is abundant. We, then, as prudent 
bankers, ought at present to check our desues of making large 

I 2 
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profits and declaring Mgli dividends, and be content to employ 
our funds at a low rate of interest, rather than lock them up in 
hazardous or inconvertible securities. We should call up our 
pld overdrafts, and our dead loans, and, if necessary, increase 
our capital, so as to place ourselves in the position most 
favourable for meeting an adverse state of the foreign ex- 
changes. In cases of pressure on the money market, arising 
from an unfavourable course of exchange, the Bank of 
England will not be able, as heretofoie, to relieve that 
pressure by a farther issue of notes, and, so far from granting 
assistance to other banks, she may, from the extent of her 
transactions, be more in need of assistance herself. We 
must, therefore, conduct our banks, individually, on a prin- 
ciple of self-dependence; we shall have to limit our over- 
drawn accounts, to avoid all advances on inconvertible securi- 
ties, and to call up such an amount of capital as shall secuio 
to us the means at all times of giving reasonable accommo- 
dation to our customers. On the reeuiTence of a pressure 
similar to that of 1839, the cry will be, Sauve qui ^eut — 
“Every one must take care of himself.” 

The knowledge we have acquired of the working of tho 
Act will tend to give additional force to these recommenda- 
tions. The attention of practical bankers will also be called 
to other points besides those which are here named. 

It wiU become a question with them to what extent they 
should continue to allow interest on their deposits. Some of 
the joint-stock banks in London allow interest on the mini- 
mum balance of a current account. Others allow interest 
only on deposit receipts. But most London bankers, whether 
private or joint-stock, allow mterest on the daily balance to 
their country connexions. In seasons of abundance, however, 
they usually limit the amount on which they allow interest, 
to prevent themselves being glutted with money from the 
country banks. But should the Act of 1844 produce those 
frequent alternations from abundance to pressure, and again 
from pressuie to abundance, which we think it will produce, 
then it wiU become a matter of consideration how far the 
practice of allowing interest on deposits can be continued. 
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It can never be worth a banker’s while to allow interest on 
money which remains in his hands only so long as it cannot 
be employed, and is taken jhom him the moment it becomes 
valuable. During the year 1847 vast sums were witlidiawn 
from both the London and the country bankers, not from 
any distrust of these bankers, but with a view to make more 
profitable investments. The rate of interest had been for 
some time previously very low. Consols had been at par; 
and when consols fell so low as to yield 3^ per cent, interest, 
and the railway companies issued debentures bearing inteiest 
at 6 per cent , large sums were withdrawn from all the banks, 
as well as from the savings banks, for the purpose of bemg 
invested in these securities. The bankers had no right to 
complain of this, as they were called upon only to fulfil their 
engagements ; but they will probably be unwilling in future 
to allow interest on deposits of this description. 

Another circumstance which the operations of the Act of 
1844 will lead practical bankers to reconsider, will be the 
extent to which they should invest their surplus funds in 
Government securities Many bankers have considered it as 
a sound principle to invest a certain portion of their funds in 
Government securities. We have laid before our readers 
extracts from evidence given before parliamentary commit- 
tees, in favour of this principle, and we expressed our own 
convictions respectmg the same doctrine. But we must 
acknowledge the operations of the Act are sufficient to show 
this principle should be acted upon with caution, and 
should be limited in its apphcation. The Act will cause 
money to be alternately abundant and scarce. When money 
is abundant, the funds are high ; and when money is scarce, 
the funds are low. In seasons of abundance the banker will 
be full of deposits ; m seasons of pressure his deposits will be 
withdrawn, and he will, moreover, be asked to assist his 
customers by farther advances. He will, therefore, always 
have occasion to sell out of the funds when the price is low, 
and thus he will sustain loss. It wiU, consequently, be his 
interest to employ his surplus funds in other investments, or 
even to keep his money unemployed m his till, rather than 
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invest it in Government securities. His risk will be greater 
if tbe Act sboiild be capriciously suspended. In October, 
1847, several banks are said to have sold out of tbe funds 
only a few days before tbe appearance of tbe Government 
letter. After tbe issue of that letter tbe money was not 
wanted; but, as tbe funds immediately rose, tbe money 
could not be replaced but at considerable loss. Tbe reports 
and proceedings of tbe joint-stock banks bi ought to light 
some transactions of this kind, and it is probable that tbe 
private banks sustained heavy losses by similar transactions. 

Another lesson that will be more deeply impressed upon 
tbe minds of practical bankers, wiU. be to conduct their 
establishments in such a way as to be self-dependent in 
seasons of pressure. 

The events of the year 1847 are sufficient to show to what 
extent dependence can be placed on the Bank of England. 
Several of tbe directors complained that everybody looked 
for assistance to the Bank of England. No expectation 
could be more complimentary to the bank, nor show more 
strongly the confidence she had inspired under her previous 
government. In no preceding pressure had she refused 
assistance upon the ground that she was unable to grant it. 
But in former pressm’es there was no separation between the 
issuing and the banking departments. Her great strength 
lay in the power she possessed of expanding the circulation. 
That power she surrendered to the Act of 1844. She then 
became like “any other banking concern issumg Bank of 
England notes.” Her locks are now shorn.* 

' The Bank of Liverpool bad been one of the oldest and most 
respectable of the connexions of the Bank of England They 
had, from their commencement, never issued any but Bank 
of England notes, and had always a pretty large discount 
account with tbe branch at Liverpool. Yet, m tbe year 
1847, their minute-book contains several entries similar to 
the following- — “Tbe manager stated be bad seen tbe agent 
of tbe branch bank this mormng, and that be would not dis- 
count anything for us to-day.” Even in tbe comparative light 
* Oommone, 769, 3223-4, 3941-2, 4566, 5389 



pressure of April 1847, tlie bank suddenly restricted tbeir 
discounts ; and, in October 1847, they were quite unable to 
meet the public demand, although m some cases they lent 
consols instead of money. Indeed, it was because the means 
of the bank were unable to supjily the demand for notes, 
that the Act of 1844 was suspended ; yet the governor and 
all the other witnesses who supported the Act of 1844, 
stated their opinion that the pressure of 1847 was not so 
severe as some preceding pressures How much sooner, then, 
would the means of the bank have been exhausted, if the 
piessure had equalled its predecessors in seveiity ! 

While bankers should not depend on the Bank of England, 
neither should they depend on the bill-brokeis. A broker, 
as the name implies, is an intermediate party between the 
borrower and the lender. When money is abundant the bill- 
broker has large funds at his disposal, with which he will 
discount at a lower rate of interest than the bankers. When 
a pressure arrives, these funds are withdrawn, and his occu- 
pation IS gone. Some bill-biokers have large capitals of 
their own, and take in deposits, repayable on demand ; and 
to this extent they may be regarded as bankers. When 
money is abundant, sometimes cunning people, instead of 
going to their own bankers, will take their biUs to the bill- 
biokers, who will discount them at a lower late • and when 
the pressm’e aiiives, and the brokers no longer discount, they 
think to return to their bankers. It is said that some 
country banks have occasionally adopted the same system. 
But it is clearly a bad system for any banlc to adopt. A 
bank that is dependent on re-discount will most likely feel 
some inconvenience in a season of pressure, even when the 
bills are all undoubtedly good. But if the bank has, from a 
desire of making large profits, been induced in seasons of 
abundance to re-discount inferior biUs, the results may be 
more serious. For in a season of pressure, a large portion of 
those bills will not be paid, and the bank will have to pro- 
vide payments for its own indorsements, while its former 
channels of re-discount will be closed. All the joint-stock 
banks that stopped payment in 1847 had been accustomed to 
le-discount; and though some of them were unsound in 
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other respects, yet the immediate cause of their stoppage was 
the iuahility to re-discount. We again refer to the pro- 
ceedings of the Bank of Liverpool. “The manager stated 
that out of two small sums of 10,000Z. sent to London to the 
brokers, only one had been done.” — “ We had then 100,OOOZ. 
at call with ceitain bill-brokers, who were unable, when 
applied to, to return us more than 25,000Z.” The governor of 
the bank stated that the failure of the corn speculators 
caused the failure of an eminent discount-broker having a 
large country connexion ; and this failure, by closing one of 
the principal channels of discount between the country and 
London, caused distrust to extend into the country. 

Banks should not only avoid depending on the Bank of 
England, or on biU-brokers* they should also avoid de- 
pending on other banks. Some banks in manufacturing 
districts are in the habit of discounting with banks in agri- 
cultural districts. A very good practice, as we think. But 
the banlcs requiring the discount should always recollect that 
when a pressure arrives, the discounting bank may have 
other ways of employing its funds. Country banks, too, 
should not rely too much on their London agents. Some 
London bankers have, no doubt, immense power. At the 
same time, in seasons of pressure, they have immense claims 
upon them.* If free from a run upon themselves, they will 
endeavour so to administer their funds as to afford reasonable 
assistance to all their connexions. And no one connexion 
should expect to receive more than this reasonable amount 
of assistance. But they may themselves be exposed to 
danger. The panic of 1847 was not a banking panic, but a 
commercial panic; and therefore the London bankers were 
comparatively free from molestation. The panic of 1825 
commenced by the failure of a counfry bank. In such a case 
the London bankers could have rendered but little assistance 
to their country connexions. It must be recollected that the 
Act of 1844 was suspended upon the apphcation of the 
London bankers. The governor of the bank stated to tho 
Committee of the House of Lords — “The London bankers 
and disGount-biokers leftiscd to grant the usual acconimo- 

Commons, 2344—8 
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dation to tlieir customers, and necessarily obliged every one 
requiring assistance to resort to tbe Bank of England.” 

Tbe most effectual way of acquiring this self-dependence 
that we have been recommendmg, is to call up an adequate 
amount of capital. Duiing a pressure, as we have already 
said, a banker has three additional claims on his funds. In 
the first place, a large amount of his deposits may be with- 
drawn. Secondly, many of his customers, and some pro- 
bably of the wealthiest, will require additional assistance, in 
the way of loans and discounts. And, thirdly, he will think 
it prudent to keep a larger sum in his till, to meet contingent 
demands. On the other hand, the bills he holds will not all 
of them be regularly paid; the temporary loans he has 
granted will have to be renewed ; and should he call up any 
of his permanent or dead loans, it will resemble calling 
spmts from the deep. In this case he will find the benefit 
of a large capital ; and it is only by means of a large capital 
that all these operations can be performed with comfort to 
himself and satisfaction to his customers. But if we increase 
our capitals to the full extent that may be required in seasons 
of pressure, we must not expect to pay high dividends. It is 
obvious that with the same extent of business, a bank with a 
large capital must pay a lower dividend than a bank with a 
small capital. It seems therefore likely that the average 
late of banking profits will be reduced. 

The fluctuations m the value of money produced by 
attempting to regulate the currency by the foreign exchanges 
are injurious to both the London and the country bankers. 
Ill seasons when money is abundant, the bankers obtain but 
a low rate of interest on their loans and discounts — and they 
are tempted to make imprudent investments in order to 
employ their funds. And when, on the other hand, money is 
scarce, the amount of their lodgments is reduced — ^the rate of 
interest allowed on the permanent deposits is advanced — a 
larger sum is kept unemployed in the till — and there is more 
danger from losses, either by the failure of parties in debt to 
the bank, or by the necessity of realising Government 
securities. Those country bankers who are in the habit of 
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re-discoiinting their bills m London are induced, when money 
IS abundant, to carry this system to a great extent, because 
they can obtain money at 2 or 3 per cent, m London, and 
lend it m the country at 4 or 5 per cent. But when money 
becomes scarce they have to pay an exorbitant interest or are 
denied discounts altogether, and they are then compelled to 
refuse their customeis their usual accommodation, and then 
great distress is occasioned in the provinces. Except under 
peculiar circumstances, both the extremes of abundance and 
scarcity of money are unfavourable to large banking profits. 
A state in which money is easy without being abundant, and 
valuable without being scarce, is the most conducive to the 
prospeiity of both the banking and the commercial interests 
of the country. 

While, however, the profits of a banker from the ordinary 
operations of his business may be diminished, it is possible he 
may have opportunities of making other profits by those 
fluctuations in the prices of public securities, which usually 
occur in the different periods of a ciicle of the currency. In 
the first period, immediately after a pressure, money is abun- 
dant without speculation; in the second period, money is 
abundant and speculations abound ; in the third period, specu- 
lation begins to decline and money is in demand; in the 
fourth period, money is scarce and a pressure arrives It is 
impossible to say how long each of these periods may last, as 
they will be influenced by political events — the abundance of 
the harvests — the direction winch speculation may take — 
and the state of the public mind Their approach or decline 
IS genoially indicated by the stock of gold in the Bank of 
England. 

During the flist period money will be abundant, because 
the importation of gold wiU cause an increased issue of bank 
notes ; because, the import of commodities being diminished, 
there will be fewer bills drawn from abroad upon English 
houses, and offered for discount to the London bankers , and 
because trade wiU have become paralyzed at home, and 
prices will have fallen, so that less money will be required to 
carry it on A banker at this period, will have more money 
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tlian lie can employ. But at this period, the prices of the 
public funds and of other securities are low. The Act of 
1844, by causing great fluctuations in prices, gives great 
advantage to prudent capitabsts, at the expense of the less 
prudent or less wealthy classes of the community. “All 
fluctuations in trade,” says Mr. Gurney, ‘^are advantageous 
to the knowing man”* To those who are not “knowing 
men,” these fluctuations are injurious. The abundance of the 
circulation produces a multipbcation of contracts, and then 
the contraction of the circulation produces an inability to 
fulfil them.f And those who have stock or any other kind 
of saleable property, are obhged to realise in order to fulfil 
their engagements. Bankers may during this period make 
advantageous investments , and as they may calculate that 
another pressure will not arrive for two or three years, they 
may purchase a limited amount of securities that have six or 
twelve months to run. During the second period, money 
will be in demand, though there may be no great advance in 
the rate of interest. The securities purchased by the banker 
in the first period, will now be falling due or advancing in 
puce. But this will be the period of his greatest danger, and 
he must have a care not to let his desne of getting higher 
interest lead him to make undue advances upon the com- 
modities or securities that may be the subject of speculation. 
The third period will be the most profitable for the banker 
in his direct business. Money will be m full demand at a 
good rate of interest, and his deposits will haidly have begun 
to decline. He should now sell out stock and exchequer 
bills, or any other securities likely to be affected by the 
approaching pressure He should make advances only by 
discounting short bills or making short loans. Ho should 
weed his accounts of such customers as have deeply engaged 
in the previous speculations — and put himself in a condition, 
to support liberally through the piessme, those who may be 
entitled to his assistance. 

It seems, therefore, probable that bankers will, under the 
Act of 1844, endeavour to make up for diminished profits by 
■*= Lords, 1324. t Lords, 3815 
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dealing more largely in securities. According to tlie evidence 
of Mr. Pease, the fluctuations in the currency have already 
produced similar effects m the departments of trade and 
commerce. 

" I stated, as clearly as I was able to do, that the man who bought 
from hand to mouthj which is the common ease, and did not watch 
those fluctuations of capital, so as to buy when things were unusually 
depressed, and to sell when thmgs rose agam, failed. The only man 
who succeeded m mahmg money, succeeded m carrymg on a speculative 
land of busmess, that has arisen from the want of regularity m the 
values of money and produce The man who did not so speculate — 
buymg largely at one time and selling very freely at another — did not 
succeed. It is of gieat importance that persons who do not desue to 
carry on a speculative busmess should have some assiuanco that it is 
moderately productive That assuiance they have lost, by bemg 
suddenly deprived by those fluctuations of that which they thought they 
had secured by their mdustry,"* 

Though, we would not confound this kind of speculation 
with that which takes place by means of time bargains on 
the Stock Exchange, yet we do not think it desirable that 
banks should deal m the public securities merely with a 
yiew of making a profit from the fluctuations in price. 
Sometimes the banker wiU be out in his calculations, and, 
instead of selling at a profit, he will have to sell at a loss, 
or else submit to a lock-up of his funds. And at all times 
there is a danger that he will acquire a speculative feeling 
which will lead him to disregard the steady pursuit of his trade. 


SECTION IX. 

THE ADMINISTEATION OP THE BACKING DEPAETMENT OF 
THE BANK OP ENGLAND. 

By the Act of 1844, the banking department of the Bank of 
England was separated from its issuing department ; and was 
to be managed like “any other banking concern issuing Bank 
of England notes.” Talang this view of the banking dopart- 
* Commons, 4700, 4702. 
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ment, we propose to inquire on wliat principles it onglit to be 
administered. We shall do this, however, not so much with 
the view of bringing forward any notions of our own, as to 
lay before the reader some account of those principles which 
the bank directors have adopted for their government. This 
will lead us, peradventure, to discuss some principles of 
practical banking to which we have not hitherto had occasion 
to refer. We shall then trace the operations of this depart- 
ment since the passing of the Act of 1844. 

The Bank of England is governed by a court of directors, 
consisting of twenty-four members. These are selected from 
the mercantile classes of London, virtually, by the other 
directors, who form what is called a House List. They re- 
commend certain persons to be chosen as directors, and the 
pioprietors always follow this recommendation. The court 
hold their meetmgs every Thursday, and they then receive a 
report of the transactions of the preceding week. 

The executive administration, hi the meantime, is in the 
hands of the governor and deputy-governor, who may be 
advised or assisted by the committee of treasury. This com- 
mittee IS composed of those diiectors who have held the 
office of governor, of the existing governor and deputy- 
governor, and of the dnector who is intended to be the next 
deputy-governor. A director is at first an ordinary director, 
and attends the weeldy meetings of the court. In turn he 
becomes, for one year, a member of the committee of 
treasury ; then deputy-governor for two years , then governor 
for two years ; and afterwards a permanent member of the 
committee of treasury. This committee meet once a week, 
and at such other times as they may be called together 
specially by the governor. Sometimes they discuss the 
measures that are to be submitted to the next meeting of the 
court ; but the court do not now so readily as formerly adopt 
their recommendations. The governor and deputy-governor, 
for the time being, make all loans and advances, and some- 
times raise the rate of discoimt, without waiting for the 
opinion of the court. They conduct all negotiations with the 
Grovernment, and, subject to the sanction of the court, have 
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the whole administration of the affairs of the bank. Each 
director must hold 2,000Z. bank stock ; the deputy-governor, 
3,000?. ; and the governor, 4,000?. It was the rule that 
every dnector should take his turn for becoming governor, 
but recently it has been determined to place in that office 
the director whom the other directors shall, by ballot, think 
best qualified. Several suggestions were made before the 
parliamentary committees, for improving the composition of 
the court of directors. It was proposed that all the directors 
should not be taken from the commercial classes, but that 
some should be selected from the banking and manufacturing 
interests. It was also asked, whether a permanent governor, 
either for life or for a number of years, would not be prefer- 
able to the present system. 

The Act for separating the two departments came into 
operation on the 31st of August, 1844, and the following was 
the first retmm made under the Act, showing the condition 
of the banking department on the 7th September, 1844 . — 


Accoimt of tlvi Lwh%M%es and Assets of the Batik of England, for the week 
ending 1th Be^temher, 1844. 


Dr. 

ISSUE DEEABTMENT. 

Or. 

Notes issued 

£28,351,295 

Government debt. . 
Other securities 

Gold com and bullion 
Silver buUion . . . 

. £11,015,100 
. 2,984,900 

12,657,208 
. 1,694,087 


£28,351,295 


£28,351,295 


BANKINO DEPAETMENT. 


Proprietors’ capital . . 

Rest 

Public deposits . 

Other deposits . . . 

Seven-day and other bills 

£14,553,000 

3,664,729 

3,630,809 

8,644,348 

1,030,354 

Government securities 
Othei securities . 

Notes . ... 

Gold and silver coin 

. £14,554,834 
. 7,835,610 

. 8,175,025 

857,765 


£31,423,240 


£31,423,240 


The following table will give a more detailed account of 
some of the items in the above return : — 



Ith SepfenJ>er, 1844 
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It will be seen from the above, that the means or funds of 
the banking department for carrying on its business, consists 
of : — 1. The Paid-up Capital — 2. The Rest or surplus fund 
— 3. The Public Deposits — 1. The other Deposits — 5. The 
seven-day and other Bills. These funds are invested in 
“ Grovernment securities ” and in “ other securities,” and the 
remainder is kept as a reserve in the till. 

1. Yiewing this as the condition of a private and inde- 
pendent bank, the first thing that would strike the mind of a 
practical banker, would be the large amount of the paid-up 
CAPITAL. The capital is 14,553,0001 ; while the total de- 
posits are only 12,275,1571 The object of a large capital is, 
in the first place, to secure the public confidence ■, then, to 
have the means of repaying the deposits whenever demanded; 
and also, of affording to the customers of the bank every 
reasonable accommodation in the way of loans or discounts. 
But after making due provision for these objects this amount 
of capital appears unnecessarily large. Were it only 7,000,0001, 
that would be amply sufficient for carrying on the present 
extent of business, and the rate of dividends might then be 
increased. All above this amount could only be invested in 
Government securities, never liliely to be required for b ankin g 
purposes ; and if required, could not be suddenly realised, or 
at least not within the period in which they are likely to be 
wanted. 

2. The next thing that would appear remarkable for a 
private bank, is the large amount of the Rest, or surplus 
fund. 

The Rest, or surplus fund, or Guarantee Fund, as it is 
sometimes called, consists of the accumulation of surplus or 
remaining profits after the payment of the dividend. The 
object of this fund is not to guarantee the public for the 
security of their deposits, but to guarantee to the shareholders 
the uniformity of the dividend. If, in any one year, the 
profits fall below the amount required to pay the usual 
dividend, the deficiency is taken from the rest or surplus fund. 
The amount of this fund should be regulated by the extent of 
the business, and the probable loss that might arise in con- 
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ducting that business. If the fund is five or sis tunes the 
amount of the deficiency that might possibly arise in making 
up the annual dividend, it would appear to be sufficient For 
if, after making up this deficiency for one, two, or three 
yea/s, it should appear that the profits of the bank had 
become permanently diminished, then the course would be to 
1 educe the dividend, until the surplus fund had recovered its 
former amount. 

Banks that have made large profits, have either increased 
the dividend, or distributed them among the shareholdeis m 
the form of bonuses, or have added them to the capital. The 
Bank of England have adopted all these plans. Yet, after all 
these distributions of increased dividends, bonuses, and addi- 
tional capital, the bank had on the 7th of September, 184.4, 
a rest, arising from surplus profits, of 3,564,729/ No other 

banking concern carrymg on business with Bank of England 
notes,” would think it necessary to keep such a rest, Neither 
the kind nor the extent of business carried on is ever likely 
to rcquue anything like this amount to meet any occasional 
losses. The amount is altogethei excessively disproportionate 
to the purposes for which a surplus fund is usually applied, 
and at the same time it tends to give an erioneous view of 
the profits of the bank. This rest is employed m the busniess, 
and yields profits, but it pays no dividends. The profits go 
to swell the dividend on the capital, and hence the capital 
appears to yield a profit of 7 per cent. But the dividend of 
7 per cent is not made upon the capital alone, but on the 
capital and rest together, and hence upon the funds employed 
it amounts to only about 5f per cent. 

3. The Deposits. 

The Public Deposits are thus classified 

Excliequex account . . ... 

For payment of Dividends 

Savings Banks, &c . .... 

Othei public accounts , .... 


£ 

2,198,000 

315.000 

501.000 

617.000 

£3,631,00t) 


VOL I. 


K 
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The “ Exchequer account is the current account with the 
Goyernment, and this account is credited with the amount of 
the taxes as they are lodged in the bank. In the beginning 
of January, April, July, and October, this account is debited 
for the amount necessary to pay the quarterly diyicleiids, and 
the amount is carried to the credit of the account “'for 
payment of dividends.” The balance here standing to the 
credit of this account is the amount of the dividends that had 
not then been claimed. The next account is called “ Savings 
Banks, &c.” The trustees of the savings banks tlnoughout 
the country are required to lodge the deposits in the Bank of 
England to the credit of the Commissioners for the reduction 
of the National Debt, who afterwards invest it in the public 
funds. We do not know what is meant by “ &g.,” nor yet by 
the “other public accounts.” We believe there are certain 
accounts connected with the Court of Chancery that are 
required to be kept with the Banlr of England ; and by the 
last bankruptcy law, the effects of bankrupts’ estates aie 
requned to be lodged in some one or other of the branches 
These may form the “ other pubhc accounts.” 

The Private Deposits are thus classified • — 


£ 

Eailways . . . . 80,000 

London Bankers . . . . . 968,000 

East India Company ... . 636,000 

Bank of Ireland, Eoyal Bank of Scotland, &c 175, 000 
Other Deposits . . . .5,631,000 

Deposits at Branches . . . . 1,209,000 


£8,644,000 


With regard to both the pubhc and the private deposits, a 
banker would inquire whether they were fluctuating or perma- 
nent, whether repayable at fixed periods, or liable to be 
suddenly withdrawn. He woitld thus asceitain what propor- 
tion could be profitably empfdyed, and what amount should 
be kept in the till, to meet constant or occasional demahds. 
He would observe, on inspection, thal the balance of the 
“ exchequer account” mcreases gradually during-the quarter, 
from the receipt of the taxes, until thb commencement of the 
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next quarter, when it is largely reduced by the payment of 
dividends. He will, therefore, provide for these quarterly 
payments ; but his provision wiU be less ample when informed, 
that, as the public deposits decline, the private deposits will 
increase, and more especially those of the London bankers. 
This is partly in consequence of the bankers holding powers 
of attorney to receive the dividends due to parties who 
reside in the country, and partly because the abundance of 
money caused by the payment of dividends increases their 
own deposits, and thus enables them to keep for a time larger 
balances in the Bank of England. We have aheady said 
that no rule can be given as to the amount of notes which 
any banker should keep in his till — the proper amount can 
be ascertained only by experience. But we should imagme 
that in ordinary times the deposits in the Bank of England 
are sufficiently steady to prevent any perplexity on the 
subject. We may be asked what we mean by “ordinary 
times,” since now every year differs from its predecessor, and 
the steadmess and uniformity which heretofore characterised 
banking and commercial affairs aie no longer known We 
reply, that by “ ordinary times,” we mean those times that 
are the least affected by the foreign exchanges. For some 
years past it has been the practice to regulate the issue of 
bank notes by the foreign exchanges When the foreign 
exchanges bring gold into the coimtry, bank notes are issued 
against it, money becomes abundant, and the bank deposits 
increase When the exchanges take out gold, the bank notes 
are diminished, and the bank deposits decline. This system 
has, m a great measure, been acted upon by the bank 
directors since the year 1832, and it is now rigidly enforced 
by the Act ot 18d4. These extraordinary seasons of great 
influx or great efflux of gold appear to be subject at present 
to nofgeneral rules. But at other times there seems to be no 
reasoffwhythe Bank of England should not profitably employ 
a ia^e"' portion of her deposits. We may observe, however, 
that 9 ^ the hank* alipyfs no interest on any of her deposits, 
shd ' sustains no loss even when they are not employed ; but 
were they to be epp^i^ed her profite would he grater. 

K 2 
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4. With regard to the Investments, a banker would in- 
quire first, Are they safe ? secondly. Are they convertible ? 

There seems no ground to question their safety — their 
convertibility is not so obvious. The Government stock, 
Exchequer bills, and East India bonds, must be considered 
m ordinary times, and to a reasonable amount, as strictly 
convertible. But this is not the case with the Government 
annuities. They could not be sold in the market ; and even 
by private negotiation, few buyers would be found, except tlie 
insurance offices. Even with them the negotiations would 
probably occupy considerable time. As to the city bonds, 
railway bonds, and mortgages, they would in a season of 
pressure be altogether useless. It may be said, that the 
bank’s capital being so large, a portion may, without incon- 
venience, be locked up in dead securities.* This observation 
is valid to a certain extent, but not to an indefinite extent, 
and after giving it due weight, the amount thus invested 
seems too large. 

The annuities form a large portion of the amount of the 
“ Stock and annuities.” The first is an annuity of 585,740f., 
usually called the “ Dead Weight,” which commenced on the 
5th April, 1823, and is to continue for foity-four years fiom 
that time. Other annmties arose out of the Bank Charter 
Act of 1833 The Government were to pay to the bank one- 
fourth of the permanent debit of 14, 686, 800Z amounting to 
3,671,700?. At first it was arranged that the bank should 
receive m payment of this sum, 4,000,000?. 3 per cent, 
reduced annuities; but it was aftorwaids changed to an 
annmty for twenty-six years, to expire in 1860, at the same 
time as the “ Long Annuity.” 

The bills discounted, and the short loans called “ Advances 
on bills of exchange, exchequer bills, stock, &c ,” are most 
legitimate banking investments. 

The plan of granting short loans was commenced in 1829, 
to obviate that tightness in the money market, which was 
felt for a month or six weeks before the payment of the 
dividends, through the gathering in of tlie taxes into the 
exchequer. The rate of interest charged, was usually about 
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one per cent, less than the discount charged on hills The 
loans were repayable to the bank at about the time that the 
dividends were paid to the pubhc. “Notices were issued, 
stating the rate of interest, and the kind of securities on 
which loans would be made, and the time of repayment. 
The first notice was issued on the 3rd of December, 1829, 
and the practice continued until after the passing of the Act 
of 1844. 

Advances on deficiency bills, are a kind of short loans 
made to the Government, whenever the taxes are less than 
sufficient to pay the pubhc dividends. These advances seem 
to be very legitimate. The bank has one large customer, 
A customer who keeps large deposits wiU sometimes require 
large advances. These advances may peradventure be wanted 
at a time when it may not be exactly convenient for the 
banker to make them. All large accounts may at times be 
attended with some inconvenience. But if a banker takes 
such accounts, he must make his arrangements accordingly. 
In the present case, the bank has the advantage of knowing, 
by the progress of the lodgments on the “Exchequer ac- 
count,” whether such advance is likely to be required 

When the Government requnes these advances, the bank 
must either make them out of her reserve in the till, or sell 
public secuiities to obtain bank notes, or restrict her advances 
to other parties. It is peculiarly unfortunate that the 
Government is more likely to reqmre these advances in 
seasons of pressure, inasmuch as in those seasons the taxes 
are usually less productive and are less punctually paid. 
Hence the bank m£iy be called upon to make advances to 
Government at the same time that similar advances are 
reqmred by the commercial classes. In some cases the bank 
might not have the means of making advances to both 
parties Had the Government requmed such advances m 
October, 1847, the commercial distress must have been 
considerably increased. 

5. The Eeserve. — A practical banker would, at first 
sight, consider this reserve as too large. From the amount 
and character of tlie deposits it would not appear that so 
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large a reserve was necessary, and a portion miglit well be 
employed in earning interest mstead of lying unproductive m 
tlie till. But, before we condemn tlie bank directors, we 
must give tins matter farther consideration. We have 
already stated that, even before the passing of the Act of 
1844, the directors had been in the habit of issuing their 
notes against gold and silver bullion; and when a large 
amount of notes had been thus issued, the deposits in the 
bank were increased Now, when this Act came into 
operation — August 31st, 1844 — the bank had in tliis way 
acquired a large amount of gold and silver bullion ; indeed, 
she does not ever before appear to have had so large an 
amount in the whole course of her history. If we look to 
those years which preceded pressures (for m these years 
gold on hand is usually large), we shall find that in 1824 the 
amount was 13,810,080? , in 1836 the highest quotation is 
7,801,000? , and m 1838 it is 10,126,000?. ; but on the 7th of 
September, 1844, the amount returned in the issue depart- 
ment IS, gold 12,657,208?. and silver 1,694,087?., while the 
sum of 9,032,790?. was retained in the banking department. 
Notes, of course, had been issued against all this bullion, and 
the deposits in the bank had consequently increased. Well,” 

it may be said, « this will account for the increase of the 
deposits, but not for the increase of the reserve. Why were 
not the deposits invested?” We will explain this. There 
are some classes of investments which the bank directors can 
make independently of other parties. For instance, they 
can purchase Government stock, exchequer bills, and railway 
bonds, just as they please. But, as we have stated, it is not 
prudent in a banker to mvest the tempoiaiy increase of his 
deposits m this way, as, when the deposits aie withdrawn, ho 
may have to sell these securities at a lower piice, and thus 
sustam loss. There are other classes of investmelits for 
which the bank is, to a certain extent, dependent on other 
parties; such, for example, as the discounting of bills and 
tlie^ granting of loans. The bank directors cannot invest 
their money in these ways unless there are paities willing to 
receive it. Now, while a portion of the notes issued against 
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gold and silver bullion are lodged with, the bank in the form 
of deposits, another portion, and sometimes the largest 
poition, do not go into the bank, but are circulated among 
the public, and soon find their way into the hands of bankers, 
bill-brokeis, and money-dealers, who, from the abundance of 
money, will discount bills and grant short loans at a lower 
late of interest than the bank. The bank will, theiefore, 
have no farther applications. When her bills and loans fall 
due, they will be paid, and the amount will go to increase 
her reserve. Thus it appears that the notes which, m a 
favourable course of the foreign exchanges, are issued against 
gold and silver bullion, will tend in two ways to increase the 
bank reserve , fl.rst, by increasing her deposits, and secondly, 
by dimmislung her securities. This will account for the 
large amount of the reserve. The rule laid down by the 
directors is, that the reserve should be about one-third tho 
amount of the deposits 

Having given these explanations, we shall now proceed to 
notice the ojierations of the banking department of the Hank 
of England since its separation from the issuing dcpaitment 
by the Act of 1844 • — 

I. The operations of the Banking Department, from the 
passing of the Act in 1844, to September 5, 1845. 

The Act came into operation on the 31st August, 1844, 
and almost immediately some important changes were intro- 
duced. IJp to that date the bank had never discounted at a 
lower rate than 4 per cent. This rate, in ordinary times, 
had seldom varied, and all bills discounted at the same time 
were charged the same rate. But, on the 5th September, 
the rate of discount on bills was reduced from 4 to 2^ per 
cent., and on notes to 3 per cent. On the 18th March, 1845, 
the bank introduced the principle of a minimum rate of 
discount ; fixing 2^ per cent, as the rate on first-rate bills, 
and charging a higher rate on other bills. The object of 
these changes was to employ a portion of the reserve in the 
discount of bills. 

This line of conduct was by no means unwarranted by the 
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practice of “ other banking concerns.” It is an established 
principle m practical banking, that a banker, when he cannot 
employ his surplus funds at so high a rate of interest as he 
wishes to obtain, should employ those funds at a lower rate, 
rather than keep them unemployed in his till. And it is 
also an established practice to charge different rates of 
discount on different Mis, aecoiding to the class or character 
of the bills— the respectabihty of the parties — the time they 
have to run — and a variety of other circumstances. In 
adopting these regulations, therefore, the directors were only 
performing the work assigned to them, of conducting the 
banking department '' like any other banking concern issuing 
Bank of England notes.” 

These changes gave rise, in the parliamentary committees 
of 1847, to some discussion upon the (Question as to whether 
the Bank of England governed the market-rate of interest ; 
or the market-rate of interest governed the bank-rate? 
There can be but little difference of opinion upon this 
subject. The “market-rate” of interest is the rate which 
bankers and bill-brokers charge for discounting first-class bills 
to the public. When the foreign exchanges are bringing 
gold into the country, and notes are issued against this gold, 
the abundance of money in the hands of the bankers and 
bill-brokers causes the market-rate of discount to fall below 
the bank-rate If during this season the bank charges a high 
rate, she gets but few bills. On the other hand, when gold is 
going out of the country, and money becomes scarce, the 
market-rate is higher than the bank-rate. If during this 
period tlie bank charges a low rate, she must soon limit her 
discounts, or her reserve will be exliansted But, though the 
bank cannot change the course of the current, she can give it 
increased strength. Though she cannot make money dear 
when it is cheap, nor cheap when it is dear, yet ulicn it is 
cheap she can make it cheaper, and when it is dear she can 
make it dearer. Hence, every alteration in the bank-rate 
has always an immediate influence on the market-i ate. 

Such was the case m September, 1844 The laigo impur- 
tations of gold had reduced the market-iate of discount to 2^ 
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per cent, while the bank charged 4 per cent But when the 
bank reduced hei rate to 2^ per cent, the market-rate went 
down to 2, and even to 1|- per cent. To engage actively in 
discounting bills was a new feature in the bank management. 
In 1832 the then governor stated to the Committee of the 
House of Commons, that he thought the bank should be a 
bank of circulation and of deposit, and only occasionally a 
bank of discount. But the Act of 1844 placed the bank in a 
new position, and led to the adoption of new principles. 
Formerly the bank had invested her surplus funds in Govern- 
ment securities. But when she purchased, the price advanced ; 
and when she sold, the price fell. This produced a fluctua- 
tion inconvenient to the public. Often, too, slie pui chased 
when the price was high, and sold when the price was low . 
and thus sustained loss. It was therefore deemed preferable 
to invest a portion of her reserve in the discount of bills. 
The sums thus invested would return as the bills fell due, 
and the reserve could at any time be strengthened by check- 
ing the discounts. 

The directors having determmed to invest a portion ol 
their funds in discounts, it became necessary to reduce their 
rate of interest to nearly the market-rate, or they would 
have got no bills. 

An eminent London banker, distinguished by his suppoit 
of the Act of 1844, says — “ If the bank is to continue as a 
large discounting body (of the expediency of which I en- 
toi-tam consideiable doubts), I think it very desirable that its 
late of mterest should conform to the real market value of 
money.”* The directors seemed to think it necessary that 
they should in some way employ their reserve, m order to 
pi event the too great accumulation of bank notes in the issue 
department.! We here give no opinion as to the best way 
of employing the bank’s reserve, but we are quite ready to 
admit, as the governor admits m reply to a question, that 
“ the true principles of banking aie, fiist, that a bank shall 
never place itself in such a position as that it shall be unable 
to meet its liabilities ; and next, that it shall employ the 
Loids, 1632 Oommoiis, 3009 
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wliole of its resources at the greatest profit that it can with 
reference to prudence, looking to its reserve.”* 

In thus coming into competition with the money dealers, 
reducing the rate of interest, exciting a feverish state of 
feeling in the public mind, and giving facilities to the 
foimation of companies foi speculative purposes, the hank 
directors are accused of having violated their public duties as 
the hank of the Government, and thus sacrificed the interests 
of the nation to the interests of their proprietors. We shall 
not meddle with this question. We have here nothing to do 
with the PUBLIC duties of the hank directors. We are 
considering the bankmg department as “ any other hanking 
concern.” Generally speakmg. Providence has so constituted 
human society that all hanking companies, and all individuals 
too, will most effectually promote the public interests when 
by honourable means they promote their own. If this is not 
the case with the Bank of England, it must have arisen from 
the acts of the Legislatm-e , and the fact — if it he a fact— is 
presumptive evidence against the wisdom and the justice of 
those laws by which she vtas placed in that position. 

At the close of this poiiod we find that the London 
discounts had increased from 113,000?. to 2,365,000?., and 
the “ City Bonds, &c.” had increased from 3,357,000?. to 
4,009,000?., owing, it is presumed, to the pin chase of lailway 
debentures. The circulation of the issuing department had 
increased from 28,351,295?. to 28,953,300?., ■f' and the minimum 
rate of interest charged by the bank was 2J per cent. 

11. The Administration of the Bankmg Bepartment from 
September 6, 1845, to September 6, 1846. 

Buiing tins period there were three alterations in the 
minimum rate of interest. On October 16, 1845, it was 
raised from 2| to 3 per cent. ; on November 6th to 3^ per 
cent.; and on August 17, 1846, it was again reduced to 
3 per cent. In fixing the rate of discount, the directors took 
into account the amount of bullion in the issue department, 
the reserve in the banking department, and the amount of 

Commons, 3722 

i" See the Eetmns at tlie cud of this Stetion 
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the discounts. The amount of huUion virtually regulated 
the other two , and thus the interest was governed by the 
foreign exchanges. At the same time, the directors, as 
practical bankers, v ould pay the greatest attention to their 
reserve, as it was only from this source that any advances 
could be made. Hence, sometimes one object of raising the 
rate of discount was to diminish the number of applications. 
It was thought better to piotect the reserve by ] aising the 
rate, than by positively refusing to discount. 

In the beginning of 1846 a circumstance occurred which 
increased both the deposits and the discounts of the bank, 
and added greatly to her profits. The lailway companies 
who were desuous of obtammg Acts of Pailiament to autho- 
rize the construction of their lines, were required to pay 
into the Bank of England, within fourteen days after the 
meeting of Parliament, 10 per cent, on the estimated amount 
of their capital — to be returned when the company had 
obtained the Act, or when the application had been rejected. 
Everybody wondered beforehand how so large a sum could 
be paid out of the amount of notes then in circulation. But 
the bank acted with the railway deposits as she had been 
accustomed to act with the public deposits previous to the 
payment of dividends. As fast as the money came in, it was 
lent out, and thus a transaction of large magnitude was 
effected without much difficulty. This shows the importance 
of a Government banlr. Had the deposits been required to 
be lodged in the exchequer, and there to lemam until re- 
claimed by the railway companies, the operation could not 
have been effected. The bank could have performed it with 
greater facility previous to the passmg of the Act of 1844. 
She could then have lent out her notes before the lodgments 
were required to be made; theie would have been no 
previous apprehensions, nor any tightness duiing the opera- 
tion. 

TIT, The Administration of the Banking Department from 
September 5, 1846, to September 4, 1847. 

In September, 1846, the minimum rate of discount was 3 
per cent. On January the 14th, 1847, it was raised to 3^ 



uo • 


A Practical Treatise 


per cent., and on the 20th of the same month to 4 per cent. 
On Apiil the 8th to 5 per cent., and on the 5th of August to 
5 ^ per cent. 

During the whole of this period the foieign exchanges 
were unfavourable, and the circulation of the issuing depart- 
ment declined from 29,760,870?. to 22,396,845/.* This was 
attended by a decline in the reserve of the banking depart- 
ment, and an increase in the amount of loans and discounts 

The bank directors did not raise their rate of discount 
above 3 per cent, until the montli of January, 1847. For 
this they have been severely censured by parties who have 
had the advantage of not being compelled to form any 
opinion until after the result was known. The month of 
April was an important month. From the deficiency of the 
harvest, large importations of corn took place. These 
imports were paid for m gold, which was suddenly withdrawn 
from the issue department, for exportation. 

Contemporaneous with this export of gold, the Government 
required to borrow 3,500,000/. upon deficiency bills in order 
to pay the dividends. Under the old system this might not 
have been a matter of much importance, but the case was 
different under the Act of 1844. The banking department was 
lather m danger of getting into what the Americans call “a 
fix.” To avoid this “fix,” the directors raised the lato of 
discount to 5 per cent. ; they refused to lend money even 
upon exchequer bills , they limited their discounts ; and they 
borrowed 1,275,000/ on consols. These measures caused a 
severe pressure on the money market, but it soon subsided. 
From this period the foreign exchanges were favourable to 
this country. 

The operations of this month of April, 1847, have given 
rise to much discussion. 

The advocates of the Act of 1844 have pointed to the 
transactions of this month to prove that the management of 
the issue department cannot be safely entrusted to tlie hank 
directors. They say that if the bank had advanced its into 

" By cloductmg 14.000.000Z fiom tliis we see the amount of gold and 
silver bullion on hand in the is&uc department 
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of interest they might have prevented the unfavourable course 
of exchange, and consequently have avoided the pressure 
which then ocouri ed. On the other hand, it has been stated 
that the bank ought to be guided in its rates of interest by 
the amount of its reserve — that fi:om ISTovember, 1846, to 
April, 1847, the reserve was above one-third of its deposits, a 
gi eater reserve than any other bank would think it necessary 
to keep — that the demand for gold was so sudden, and for so 
largaan amount, that no oidmary rules could have prevented 
it; and even had it been prevented, it might have been 
injurious to the country, as it would have checked the im- 
portation of corn which was then required in consequence of 
the deficiency in the harvest. There can be no doubt that, 
under the Act of 1844, a sudden exportation of gold must 
cause a sudden contraction of the amount of notes in circu- 
lation. This “self-dctmg machine” acts by jerks, like a 
steam-engine without a fly-wheel ; and its advocates look to 
the banking department to supply the fiy-wheel, and to cause 
the machine to move smoothly and equably. It may be 
doubted whether the banking department has the power of 
doing this. But when this is not done, the advocates of the 
Act throw the blame upon that department They resemble 
the couit preceptor, who, when the royal pupil did anything 
wrong, inflicted the beating on liis fellow-student. If on this 
occasion the bank did wrong, it may be feared that it was 
her court connexion which led her astray. The Government 
weie then negotiating a loan of eight millions for the relief of 
Ireland. And “ there was a feeling in the court that, in the 
face of the Government negotiating a loan, it would be an 
act of want of courtesy to put up the rate of inteiest imme- 
diately.”'*‘ In the secret history of the Bank of England we 
may possibly find other instances of similar faults. But 
if on the present occasion she was influenced by such con- 
siderations, she did not act “hke any other banking con- 
cern.” 

The events of Apiil, 1847, also lead us to remark that the 
I^ondon bankers never vary their rate of discount with a view 
* Comn>ons, No 3001 
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to regulate the foreign exchanges. K it behoves the banking 
department to do this, it has certainly to perform duties 
which aie not considered to belong to any other banking 
concern.’’ Hor do the London bankers suddenly and abruptly 
stop discounting for tliose customers in whom, they have con- 
fidence. The frequent occurrence of such suspension of 
loans and discounts as occurred in April, 1847, would form 
an insuperable barrier to the banking department ever ac- 
quiring that kind of busmess which is cairied on by the 
London bankers. No merchant would like to depend on 
such a bank for the means of making his daily payments. 
We believe, however, that most mercantile firms that have a 
discount account with the Bank of England have another 
banking account elsewhere, and some have also accounts 
with the large bill-brokers. 

The pressme that existed in April, 1847, has been attri- 
buted to the publication of the amount of the bank’s reserve. 
It was said, and said truly, that the bank might very 
prudently reduce her reserve for a few days below the 
average amount, knowing that by bills falling due, or by 
other means, she would soon receive a sum that would re- 
plenish her coffers. But the pubho, seeing only the amount 
of the reserve, and knowing nothing of the sums about to be 
received, might become unnecessarily alarmed, and hence a 
panic might ensue. Upon this ground, some paities ques- 
tioned the policy of publishing the bank accounts m their 
present form. But the remedy for this is not to suppiess the 
returns, but to circulate throughout the community such an 
amount of knowledge as shaU enable them to judge accu- 
rately respecting banking affairs. Other parties, of a higher 
class than those we denommate the public, have fallen into 
erroneous opinions by a literal adhesion to these returns. 
Almost up to the time of the suspension of the Act of 1844, 
it was contended by some who “^‘sit m high places ” that there 
could be no pressure on the commercial classes, since there 
were then more notes m the hands of the public than m 
former seasons when no pressure existed. And before the 
Pailiamentaiy Committees of 1847 it was stated by the 
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governor and depnty-governor, that it could make no differ- 
ence to the pnbhc whether the bank advanced three millionsj 
or any other -sum, to the Grovernment on deficiency bills, or 
advanced the same sum m loans and discounts to the com- 
mercial classes, inasmuch as the returns would show that the 
amount of notes in circulation would be the same. The 
events that followed the suspension of the Act showed the 
fallacy of these opinions. It was shown that the amount of 
notes m the hands of the public is not of itself a certain 
criterion by which to judge of the amount of banking- 
facilities enjoyed by the commercial classes. 

IV. The Administration of the Banking Department from 
September, 1847, to September, 1848. 

During this period the mimimum rate of interest was ad- 
vanced from 5 ^ to 6 per cent, on the 23rd of September ; to 
8 per cent , by authority of the Government letter, on the 
25th of October. It was leduced to 7 per cent, on the 22nd 
of November ; to 6 per cent, on the 2nd of December , to 5 
per cent, on the 23rd of December ; to 4 per cent, on the 
27th of January, 1848 ; and to 3|- per cent, on the 16th of 
June. 

At the commencement of this period a great number of 
commercial houses failed, not only m London, but also in 
Liverpool and Glasgow, and other large places The fol- 
lowing IS the account given by the Governor of the bank to 
the Committee of the House of Lords — 

“ An unprecedented large importation of food, caused by a deficient 
harvest, required in payment the export of a large amount of bullion, to 
the extent of about 7,500,000? , fiom the coffers of the bank, and pro- 
bably not less than 1,500,000? ftom other sources,— together 9,000,000?. 
From this great reduction m the available capital of tho country, in 
addition to the still largei amount myested m railway expenditure, 
actmg suddenly upon a previous high state of credit and excessive 
speculation, arose the pressure m the money market There was an 
abstraction of 7,500,000? from the bulhon held by the bank, and conse- 
quently a dimmution m the notes to that extent 

During this period the bank acted with great hberality. 


Loids, 12 
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The following is a list of the advances made between the 
15th of September and the 15th of November : — 

" 1 The Bank of England being applied to by a very laige firm in 
London, who had at that tune Liabilities to the extent of several millions 
sterlmg, advanced 150,000? on the security of debentures to that amount 
of the Governor and Company of the Copper Mmeis in England, and 
thereby prevented them from stoppmg payment, it was distinctly 
understood that the operation was for that purpose. 2 The bank 
advanced 50,000?. to a country banker on the securily of real property 
3. On the mgent representations of several parties of the fust impoit- 
ance in the City of London, the bank advanced 120,000? to the Governor 
and Company of the Copper Mmers, on the guarantee of approved 
names, takmg at the same time a mortgage on the Company’s property 
for 270,000? to cover this sum, and the amount of 150,000? debentuies 
before advanced upon , it was stated that the stoppage of this company 
would have tlirown 10,000 people out of employment 4 The bank 
advanced 300,000? to the Eoyal Bank of Liverpool, on the security of 
bills of exchange, over and above them usual discounts to this bank; 
this advance unfortunately proved inadequate, and' the Eoyal Banlc, 
havmg no more security to offer, stopped payment 5 The bank 
assisted another joint-stock bank m the country with 100,000? , on the 
security of bills of exchange, over and above usual discounts 6 The 
banlt advanced 130,000? on real property to a large mercantile house in 
London 7 The bank advanced 50,000? to another meicanble house 
on the guarantee of approved names 8. The banlr advanced 50,000? 
to a join-hstock issuing bank on biUs of exchange, and agreed to open a 
discount account with the said banlr, on condition that it should with- 
draw its issues, but the jomt-stock bank stopped payment before the 
arrangement could be completed 9 The bank advanced 16,000? on 
real property to a large estabhsliment m London 10 The bank 
assisted, and prevented from failmg, a large estabhshment in Liverpool, 
by forboaiing to enforce payment of upwards of 100,000? of their accept- 
ances, and engagmg to give farther aid if required 11 The banlc as- 
sisted a very large jomt-stock bank m the country with advances on loans 
on bills of exchange to the extent of about 800,000? , over and above usual 
discounts 12 The bank advanced 100,000? to a country banlcer on leal 
property. 13 The bank advanced a joint-stock bank m the country 
200,000? on the security of local bids, besides discounting 00,000? of 
London bills 14 The bank assisted another jomt-stock bank in the 
country with an advance of 100,000? on local and London billsj 
16 The bank advanced 100,000? to a large mercantile house in London, 
on approved personal security 16 The bank assisted a largo house at 
Manchester to resume payment, by an advance of 40,000? on approved 
personal seemity 17 The bank advanced 30,000? to a country bank 
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on real property 18. The bank assisted many other houses, both in 
town and eoxintry, by adyances of smaller sums on seennties, not 
admitted by the bank under ordinary circumstances, nor did the bank, 
. during the period in question, reject at their Iiondon estabhshment any 
one bill offered for discount, except on the ground of msufficient 
security ” 

Some of these advances were not made till after the ap- 
pearance of the Government letter on the 25th of October. 
Up to that date the efforts of the bank were inadequate to 
allay the pressure, while they largely reduced the hank’s 
reserve. On Saturday, the 23rd of October, a deputation 
from the London hankers waited on the Government, who 
then determined to suspend the Act of 1 844 ; and on the 
same day gave intimation of then intention to the Bank of 
England On Monday morning, a letter appeared from Loid 
John EusseE and the Chancellor of the Exchequer autho- 
rizing the directors of the Bank of England to enlarge their 
discounts and advances, and promising that if by so doing the 
existing law should be mfringed, the Government would 
apply to the Legislatm’e for a bill of indemnity. The letter 
suggested that these advances should not be made at a lower 
interest than 8 per cent. The effect of this letter was im- 
mediate. Confidence was restored, the hoarded notes weie 
brought into circulation, and discounts were every wheie 
readily obtained. From these causes no infringement of the 
Act took place. 

The state of the bank reserve at the date of the suspension 
of the Act occupied the attention of the Parliamentary Com- 
mittees. On Saturday, the '2Srd of October, the notes on 
hand amounted to 1,547,2707, and the coin to 447,2467. 
This, it should be remembeied, was the amount at the 
London office and at the thirteen branches put together. At 
the same time the public deposits were 4,766,0007., and the 
private deposits 8,581,0007 , of which 1,615,0007. belonged to 
tiie London bankers The questions put to the governor on 
this subject seemed designed to show that the bank, so far 
from being able to assist others, was not in a condition to 
* Conimons, 2G4.5 
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meet her own engagements. But the governor contended 
that the amount of the reserve should have been taken on the 
Friday night, before they were acquainted with the intention 
of the Government to issue their letter. The reserve then 
was 2,376,000? The directors had from 2,00O,000Z. to 
2,500,000?. of stock which they could have sold, and a large 
amount of the bills they held fell due in the following week. 
From these sources they would easily have increased their 
reserve. On the other hand, some of the witnesses declared 
that no large amount of stock could have been sold, and that, 
had a run taken place on the London bankeis, such as that 
which had taken place on the banks at Newcastle, the bankers’ 
deposits must have been withdrawn, and the Bank of England 
itself might have been placed in jeopardy. 

As we have considered in a previous Section the operation 
of the Act of 1844, it is not necessary to pursue this subject 
any further. After the Government letter was issued, the 
bank still continued to make advances with caution, and, 
with the view of not infringing the Act, they borrowed money 
on the Stock Exchange at 7 per cent., though they had the 
unlimited power of issuing notes. 

Soon afterwards the gold began to returq, and money 
became abundant. From the high rate of interest, the 
amount imported was large; and from trade having been 
paralyzed by the pressuie, the demand for it was very small. 
As the gold increased, the bank rate of interest was reduced. 
By September 2nd, 1848, the circulation of the 'currency 
department amounted to 26,883,505?., and the bank reserve 
to 9,410,952?. 

To show the further progress of the bank since September, 
1848, we have added the B-eturns for the week ending the 
2nd of February, 1849, premismg that since the year 1849 
the Administration of the Bank of England has been in- 
fluenced by the importations of gold from California and 
Australia, this subject being sufficiently important to demand 
a separate consideration. We shall here merely state the 
amounts of gold and silver on hand in the first week in 
September, m the years that have transpired since 1818, and 
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tlie minimum rates of interest cliarged by tlie Bank of 
England at those respective peiiods. 


Date 

Gold. 

Silvei 

Eate of 
Intel est 

8 Sept 1849 

£ 

13,631,153 

£ 

277,077 

3 

7 Sept. 1850 

15,880,617 

219,958 


6 Sept. 1851 

13,674,190 

33,375 

3 

4 Sept. 1852 

21,334,921 

19,154 

2 

10 Sept. 1853 

15,866,770 

ml. 


9 Sept. 1854 

12,630,110 

nil. 

5 

Sept. 1855 

14,368,010 

ml. 



The following are the dates of the changes in the rate of 
interest — 

Eeduced, Nov 1849, from 3 to 2-|. 

Advanced in December, 1850, from 2| to 3. 

Beduced, Jan. 1852, from 3 to 2^. 

Eeduced in April 1852, fiom 2|- to 2. 

Advanced, Jan. 1853, from 2 to 2}. 

Advanced again, in Jan. 1853, fiom 2^ to 3. 

Advanced, June 1853, from 3 to 3^. 

Advanced, Sept 1853, from 3|- to 4. 

Advanced agam, in Sept- 1853, fiom 4 to 4} 

Advanced again, in Sept. 1853, from 4^ to 5. 
Advanced, May 1854, from 5 to 5^. 

Eeduced, August 1854, from 5^ to 5. 

Eeduced, April, 1855, from 5 to 4^ 

Eeduced, May 1855, from 4^ to 4. 

Eeduced, June 1855, from 4 to 3|- 

Advanced, Sept. 1855, from 3^ to 4. 

The following is a copy of the Official Eeturns lor the four 
years that have passed under review — 


L 2 
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£ 28 , 351,295 £ 28 , 953,300 £ 29 , 760,870 £ 22 , 396,845 £ 26 , 883,505 £ 28 , 330,845 




BAKKINa Depj 


'on Banking, 


149 


1849 

February 2nd 
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£34,525,300 

g § s 
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00 CO iQ I> 

co o' os' 

O 

0 

CO 

lO 

1 

. 1818. 
September 2nd 

£ 

11,553,000 

3,826,382 

5,021,591 

8,821,607 

1,016,921 

o 

lO 

04 

04 

§1? 
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CO »-H os lO 

t- 00 r-H 

53 CO ^ CO 

CO tS S 
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0 

1 

S 

1817 

September ith. 

£ 

11,553,000 

3,986,593 

7,722,701 

6,791,373 

842,711 

£33,896,381 

11,636,310 

17,508,119 

1,189,830 

562,092 

QO 

CO 

00 

I 

1816 

September 5fh 

11,553,000 

3,861,179 

7,318,919 

8,557,109 

935,830 

£35,229,337 

12,961,735 

12,523,550 

9,231,095 

512,957 

00 

CO 

1 

1815. 

September 6fli 

£ 

11,553,000 

3,608,180 

6,171,705 

8,507,213 

1,021,689 

g 

1 

i 

13,168,613 

11,967,081 

8,255,505 

473,558 

i_ 

1844 

September 7 th 

O 0^ Oi 00 

O <M O la 

O I> OO CO CO 

^ 1 1 I 4 1 

CO CO ocT I-T 

o 

M 

14,551,831 

7,835,616 

8,175,025 

857,765 

o 

g 

tH 

Piopnetors’ Capital . 

Best . ..... 

Public Deposits (includmg i 
Exchequei, Savings’ Banks, | 
Oommissioneis of National j 
Debt, & Dividend Accounts) I 

Other Deposits .... 
Seven-day and other BiUs 

Gtovemment Securities ("m-| 
eluding Dead Weight An-i 

nuily) ) 

Other Securities - • . 

Notes . .... 

Gold and Silver Com . . . 
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We have thus taken a review of the first four years of the 
proceedings of the Banking Department of the Bank of 
England. Whatever may he the future operations of that 
department, this portion of its history will always be inte- 
resting. This period is remarkable also as containing one of 
those monetary cycles to which we must always be liable as 
long as our currency is regulated by the Act of 1814. Each 
year has a peculiar character. The first commenced at a 
peiiod of full currency-h-money was abundant and cheap, the 
minimum of the bank rate being 2-|- per cent. In the second 
year the exchanges fluctuated, and the rate of interest 
fluctuated also. During the whole of the third, the exchanges 
were unfavourable — ^gold was exported, and the rate of 
interest advanced At the commencement of the fourth 
year came the pressure ; then a favom-able course of exchange 
brought back the gold, the late of interest was reduced, and 
again money became abundant. 

This period is moreover important as an indication of the 
principles on which the bankmg department will hereafter bo 
governed The governor and deputy-governor were examined 
before the parliamentary committees in March, 1848. They 
stated that they approved of the reduction of interest in 
September, 1844 ; but they expressed regret that the bank 
had not advanced the rate of interest in November, 1846, 
and that they suffered the reserve to fall so low in October, 
1847. Should these sentiments be acted upon in future, we 
may expect that the banking department ” will reduce its 
rate of interest as heretofore ; but when money becomes 
scarce, it wiU advance its rate at an earlier period, and be 
less liberal in making advances. 

The following question was put to the governor by a 
member of the Committee of the House of Commons “ You 
have desciibed as pait of the operation of the Act of 1844, 
that you were dming the year 1847 obliged to lend consols 
instead of notes, on account of the limit presciibed by the 
Act, — ^that you borrowed on consols in April, — that you weie 
obliged to raise the rate of interest to 9 per cent , — that you 
refused loans on exchequer bills,— that there wus a pre.ssurc 
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in April and a panic in October, — ^and tliat Government were 
obliged to interpose by a letter, m order to protect tlie pnblic 
from the lestrictive effects of tbe Act — ^Do you call that a 
satisfactory history of any system ?” 

We must, however, distinguish between “the system” as 
established by the Act of Parliament, and the administration 
of the banking department in consequence of the establish- 
ment of that system. We have given in the preceding 
section our opinion of the system. But the administration of 
the Banking Department of the Bank of England under the 
system has, in our sober judgment, been distinguished by a 
high degree of both wisdom and hberahty. 

The administration of the banking department since 
September, 1848, does not call for any particular remaik. 
We had the usual indications of the first stage after a 
panic. The bullion in the issue department increased from 
12,883,505? to 14,330,845?. The notes in reserve from 
8,784,795?. to 9,553,460?. Money had been abundant, and 
the rate of interest low.- On the 2nd November, 1848, the 
bank reduced the minimum rate of discount to 3 per cent. 
This would probably have been done at an earher period but 
for the political aspect of the Continent. The same reason 
possibly mduced the directors to maintain the same interest 
to February, 1849, although this appears to be an abandon- 
ment of the principle adopted in the year 1844. 


SECTION X. 

THE ADMINISTBATION OP JOTNT-STOCS BANKS, WITH AN 
INQHIEY INTO THE CAUSES OF THEIB PAILUEES. 

The chief points in which a joint-stock bank differed from a 
private bank were, — ^the number of its partners — the per- 
manency of its capital — and the form of its government. A 
private bank formerly could not have more than six partners ; 
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a joint-stock bank migbt bave a tkousand partners. If a part- 
ner in a private bank die, or become insolvent, bis capital is 
withdrawn from tbe bank ; in tbe case of a partner in a joint- 
stock bank, bis shares are transferred, and tbe capital of the 
bank remams tbe same. In a private bank all tbe partners 
may attend to its administration: a jomt-stoek bank is 
governed by a board of directors. Tbe business principles on 
wbicb these two kinds of banks are administered are tbe 
same, and tbe observations of tbe preceding sections will 
equally apply to both. Tbe topics, therefore, to wbipb we„ 
shall ni this section more particularly direct our; aiftention' 
will be those that have a special reference to tbe constitution 
of joint-stock banks. We shall describe these banks as they 
now exist, and then notice those modifications wl^cb, ar^ km 
posed on new banks by tbe “Act to regulate- Jointr^ck 
Banks,”* passed in tbe year 1844. After the 6tb of May, 
1844, it was not lawful for any new company of more than 
SIX persons to carry on tbe trade or business of bankers in 
England, unless by virtue of letters patent to be granted by 
her Majesty accordmg to tbe provisions of that Act. 

I. All joint-stock banks have a certain amount of paid-up 
capital. 

Tbe payment of a certain portion of tbe capital before tbe 
commencement of business, is a pledge that tbe project is 
not a mere bubble, and this is especially necessary when the 
proprietors have no further liability. But even with un- 
limited liability a certain amount appears to be necessary. 
Tbe employment of capital judiciously is sometimes a means 
of acquiring business, and in case of loss theie should always 
be a sufficient capital to fall back upon without reciming to 
the shareholders. 

There is an evil in a bank having too small a capital. In 
this case, the bank will be but a small bank ; the number of 
proprietors wdl be few, and the number of persons eligible to 
be chosen directors will be few ; hence there will not be the 
same guarantee for good management. If a bank with a 
small capital have also a veiy small business, it had much 

•*' 7 and 8 Vict cap 113 



better cease as an independent establishment, and become 
the branch of a larger bank. If, on the other hand, it has a 
large business, with a large circulation, large deposits, and 
large loans or discounts, its losses will sometimes be large, 
and hence the whole capital may be swept away. It is true, 
that while it avoids losses the shareholders will receive large 
dividends , but these large profits had much better be left in 
the bank as an addition to its capital than shared among the 
proprietors in the form of dividends. Theie is danger too 
that the high premium on those shares may induce many 
shareholders to sell out and form other, and perhaps rival 
establishments. 

On the' other hand, there is an evil in a bank having too 
]arg6 a -capital. In this. case, as the capital cannot be em- 
ployed in tile business, the directors are under the tempta- 
tion of investing it in dead or hazardous securities for the 
sake of obtaimng a higher rate of interest ; perliaps too they 
may speculate in the funds, and sustain loss. Hence it is 
much better that a bank should commence business with a 
small capital, and increase the amount as the business may 
require. 

It IS difficult to state in all cases what proportion a capital 
ought to bear to the liabilities of a bank Perhaps the best 
criterion we can have is the rate of dividend, provided that 
dividend be paid out of the business profits of the company. 
When we hear of a bank paying from 15 to 20 per cent, 
dividend, we may be assured that the capital is too small 
for the business. The liabilities of the bank, either in notes 
or deposits, must far exceed the amount of its capital. As a 
general maxim, the greater the capital the less the dividend. 
Let the whole capital be employed at any given rate of 
interest, say 3 per cent,, then the capital raised by notes or 
deposit, produces, after paymg all expenses, a certain sum as 
profit. Now, it is evident that if this amount of profit be 
distributed over a large capital, it wdl yield a less rate per 
cent, than when distributed over a small capital. Sometimes 
however a large capital may have increased the rate of 
dividend, in consequence of having been the means of ac- 
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quiring a large increase of business. It may liave done this 
in consequence of inspiring the public with confidence in tlie 
bank, and thus inducing them to mate lodgments or circulate 
its notes ; or it may have enabled the bank to make large 
advances, and thus gained the support of wealthy and in- 
fluential customers. 

Although the proportion which the capital of a bank should 
bear to its liabilities may vary with different banks, perhaps 
we should not go far astray in saymg it should never be less 
than one-third of its liabilities * I would exclude, however, 
from this comparison all liabilities except those arising from 
notes and deposits. If the notes and deposits together 
amount to more than tliree times the amount of the paid-up 
capital, the bank should call up more capital. It may be said, 
that the bank is liable also for its drafts upon its London 
agents, and for the payment of those bills which it has en- 
doised and re-issued : admitted ; but in both these cases, the 
public have other securities besides that of the bank. 

Presummg that banks are to commence with a moderate 
amount of capital, and to increase that amount as the busi- 
ness- increases, the question is suggested, what is the best way 
of increasing the capital? The Enghsh banks have followed 
two ways of doing this; one, by a' further issue of shares; 
and the other, by further calls upon the existing shareholders. 
The capital of all the joint-stock banks in England is divided 
into certain portions, called shares ; each proprietor holds a 
certain number of these shares, and pays a certain sum upon 
them. If he wishes to transfer a portion of his capital he 
cannot tiansfer a half share oi a quarter share, but must 
transfer a whole share, or a certam number of shaies Thus, 
if the capital of a bank be 500,000?. it may be divided into 
5,000 shares of 100?. each, or 50,000 shares of 10?. each, and 
a certain proportion of the amount of each share wall be paid 
up; and this proportion is called the real or the paid-up 
capital. Thus, if one tenth of the above capital is paid up, 

* Tills IS about tlie piopoitiou m Scotland, but in Engltind, or at least m 
London, the capitals of the Jomt-atock Banks beai a much less piopoition to 
Ihoir liabilities. 
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then 50,000Z. will be the real or paid-up capital, and 500,000/. 
will be called the nonimal capital. In the chartered banks, 
on the other hand, there is usually no nominal capital, and 
the real capital is not divided into shares oi portions, but any 
fractional sum may be transferred. The capital is then called 
stock. When there is no nominal capital, nor any way of 
increasing the amount of the real capital, this is the best way. 
But, in the othei case, it is more convenient to have the 
capital divided into shares. 

Some persons have objected altogether to a nominal capital ; 
but their objections have been directed more to the misrepre- 
sentations that may attend it, than to the thing itself. They 
say, “a bank announces that it has a capital of 500,000/., 
whereas few shares are issued, and but a small sum is paid 
on each share; hence people are misled, and the bank 
acquires a confidence which it does not deserve.” The objec- 
tion here is against representing the nommal capital to be paid- 
up capital ; it does not bear upon the principle of a nominal 
capital. In fact, we are misled by words. What is called 
nommal capital is nothing moie than a further sum, which 
the directors have the powei of callmg up. If this sum had 
not been called capital, it would not be objected to, as it 
could lead to no misapprehension. But the inquiry simply 
IS, ought the directors to have the power of calling upon the 
shareholders for a fiiither amount of capital beyond that 
already paid up? Were they not to have the powder, the 
bank would at its commencement probably have too large a 
capital, and after its business had advanced would have too 
small a capital. And if the bank by any unforeseen occur- 
rence became involved, and should have occasion for further 
sums to extricate itself from its difficulties, it could not make 
any further call upon its shareholders, although a very small 
advance might prevent its utter rum. In case of a very 
large capital, such as two or three millions, a nominal capital 
may not be necessary, as so large a sum is bkely to be in all 
cases amply sufficient. But m banks of a second class, it 
will always be best to give the chrectois the power of making 
further calls upon the shareholders. 
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The second way of increasing the capital of a hank, is by 
the issue of new shares. The whole amount of shares to be 
issued is fixed in the first instance, and the bank commences 
as soon as a certain proportion has been issued. If the bank 
was not allowed to commence business until the whole of the 
shares were taken, a small amount would be fixed upon, and 
the bank would be proportionably weaker. But by beginning 
with a small number of shares you have capital enough for 
your business, and you acquire more as you proceed. Many 
persons will join a bank aftelr it is established who would not 
take shares at the commencement. Some shares are there- 
foie reserved for persons of this description ; and as the shares 
are more valuable when the success of the undertaking is no 
longer doubtful, they are often given out at a premium, and 
always a gi eater degree of caution is exercised as to the 
persons to whom they are distributed. 

Some members of the parliamentary committee of 1836, 
appear to have an objection to shares of a small amount; 
they apprehend that these shares are taken by an inferior 
class of persons ; and hence the body of proprietors are less 
respectable. But it would appear from the returns, that the 
general effect of small shares is, that each shareholder takes 
a greater number. Thus in the banks of lOOZ. shares each 
proprietor has taken upon an average twenty-eight shares, on 
which he has paid the sum of 4AAI. In the banks of 20^. 
shares, each proprietor has taken forty-three shares, and paid 
3591 In the banks of 101 shares, each proprietor has taken 
fifty-two shares, and paid 400? While m the only bank of 
61 shaies, each proprietor has taken 117 shares, and paid 
6861 It appeals to me that the chief objection to winch small 
shares are liable is, that they do not admit of a large amount 
of nominal capital. The banks of 51 and 101 shares have 
usually the whole capital paid up, and hence in case of neces- 
sity the directors have no power to call for a further amount. 

II. Joint-stock banks are governed by a board of directors. 

The directors are chosen fiom among the shareholders at 
a general meeting— the pecuniary qualification being that 
they hold a stipulated numbei of shares in the company. 
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“ There are several points of view in which a man becomes 
eligible as a director of a bant, independent of his qualifica- 
tion as the holder of 'the required number of shares. Indeed, 
his'qualification as a shareholder, merely, must not be taken 
into the account. 

‘^1. He ought, in the first place, to be a man enjoying 
public confidence. Unless he is a man whom the community 
contemplate as deseivmg of their confidence and esteem, it is 
not presumable he can be of much service to the bank, 
either by his influence or character. The public aie not 
likely to deposit their money in an establishment where they 
cannot place the fullest reliance upon the directors ; and, for 
the same reason, parties of respectability will not readily be 
induced to open accounts with the bank. 

“2. He ought to be a man possessing a knowledge of. 
commercial business. It is a matter of great importance to 
the satisfactory and efficient management of a bank, that 
those to whom is entrusted the duection of its affairs, be in 
some measure conversant with the ordinary affairs of trade. 
Men who aie retired from business are unquestionably the 
most eligible, not merely from their business knowledge, but 
because they are not apt to be contemplated with that 
suspicion, jealousy, and distrust, which tradesmen will some- 
times exeicise towards such dn-ectois of a bank as are like- 
wise engaged in trade. But retired men of business are not 
readily to be had as directors of a bank, nor are they in most 
cases disposed to accept of such an office. Where such is the 
case, men of high standing and character, engaged in trade, 
should be sought for. 

“ 3 A bank director should be a man of strict integrity 
and upiightness. This is a quahfication perfectly indis- 
pensable to the welfare of the bank. He must be above 
all trafficking in the stock of the company, or taking any 
undue advantage over the other shareholders through his 
mtimate Imowledge of the state of then affairs as regards 
the bank. He must never for a moment forget, that while 
he is a partner in the concern, and as an honest man. is 
bound to conduct it in as faithfiil and diligent a manner as 
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he would his own private affairs, that he is at the same time 
appointed to a solemn trust, in having the interests of 
numerous others, equally interested with himself, under his 
management and control. In fact, unless the director of a 
bank is a man of strict integrity, he is placed in a position 
calculated to be productive of great mischief. He is invested 
with power to ruin the fortunes of others, and to inflict much 
commercial evil upon the community. Where there is a 
want of integrity, there is a want of principle, and the bank 
must necessarily be mismanaged. 

“4. A bank director should be a man of influence and 
respectability. He ought to be a man well known and 
respected m the district. Such a man is desirable in a 
variety of ways. He adds his own peisonal respectability 
.to the establishment, and he influences the favour and 
support of his friends and acquaintances. His standing in 
society gives the public confidence in the establishment with 
which he is connected — and they biing their money and 
business to its support ; the paper of the bank becomes more 
readily current in the district, and the weight of his influence 
destroys any suspicion of its stability. 

5. A bank director should be in good pecuniary circum- 
stances. It would be a most wholesome regulation, were it 
stipulated in all deeds of settlement, that no bank director 
should be privileged to overdraw his account. The great 
facilities which directors enjoyed of raising money from 
overdiawing their bank accounts, have, in some instances, 
resulted in extensive commercial disasteis, and m the total 
wreck of large establishments. The temptation to specula- 
tions of all descriptions winch such facilities hold out, 
necessarily increases the risk of the bank, and induces a loss 
rigid inspection of the accommodation afforded to other 
customers. Where those who are entrusted with the manage- 
ment of the bank forget the extent and importance of the 
trust reposed m them, and begm to enter mto unwarrantable 
speculations with the funds committed to their care, it is not 
supposable that they will be particiilaily scrupulous as to the 
general management of the affaiis of others 
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6, A bank director should be one who can bestow some 
attention upon the affairs of the establishment. It has 
appeared m evidence that gentlemen have been appointed, 
and have accepted the offiqp of directors of banks, who gave 
little or no attention to the affairs ; who, in fact, appear to 
have considered that the office of director was conferred on 
and accepted by them more for the purpose of complying 
with the letter of the deed of settlement, which enjoined the 
appointment of a certain number of directors, than from 
any idea of their being expected, or of its being necessary for 
them to know anythmg regarding the management. The 
consequence of this has been, that the duties which de- 
volved upon the shareholders, perhaps six individuals, were 
confined to two, or possibly only one, and the others ap- 
proving, without suitable knowledge or proper inquiry, of all 
their acts, the mass of shareholders, as well as an extensive 
commercial cncle, have been involved in the disastious 
results of mismanagement. It is altogether an anomaly that 
any man, or body of men, should have the credit, honour, 
and distinction of being managers and directois of a bank, 
and yet not exercise any of the active functions and import- 
ant duties that relate thereto Upon what piinciple can 
they undertake, as by accepting the office they unquestion- 
ably do, to discharge a solemn tiust, m faithfully administering 
the affairs of a bank, into which they make it no part of their 
business to look? Were the fact not very well known, it 
would seem absurd ; yet it is not the less absm'd that it is 
known ”* 

Mr. Taylor, in his ‘‘Statesman,” makes the following 
observations upon the age of members of pubhc boards — 

“Boards, or other co-operative bodies, should be so formed that 
youthfulness and eldeihness may meet m due proportion in then 
counsels If any such body be wholly composed of elderly men, it will 
commonly be found to be meffeetive, so far as mvention of new couises, 
and mtrepidiiy of purpose is recxuired , and perhaps, also, unequal to 

These obseivationsaie taken from the ‘ Philosoi)hy of Joiut-Stock Banking,’ 
by G M Bell (Longman) I lecommend the peiusal of this little work to all 
diiectois and nianageis of jomt-stock banks 
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any -untisnal amonnt of spontaneous activity. If, on tlie other hand, it 
be composed whoILy of young men, its operations mil probably be 
wanting m circumspection, and the foresight by which it will be 
gmded will be too keenly directed to the objects of a sanguine expecta- 
tion — too dully to prospects of evil and counteraction. The respective 
positions m life of the young and the old operate to these resulte not 
less than then temperaments ; for the young have their way to make— ■ 
then reputation to earn — and it is for their interest to be enterprising, 
as well as in their nature, the old have ascertained their place in life, 
and they have, perhaps, a reputation to lose ” 

The new Act requires that provision shall be made in the 
deed of partnership ‘‘ for the retirement of at least one-fourth 
of the directors yearly, and for preventing the re-election of 
the letiring directors for at least twelve months.” 

III. Joint-stock banks have a principal officer, called a 
manager 

"The prudent and satisfactory management of a Jomt- 
stock bank very materially depends upon tbe upright and 
consistent discharge of those social duties and reciprocal 
interchanges of confidence which ought to characterise the 
directors and manager 

" The manager, from his experience, and the importance of 
the office he fills, is entitled to the kind consideration and 
entire confidence of the directors. He is selected by thena to 
occupy an arduous and highly responsible situation, and 
ought to he rewarded not merely with an adequate pecuniary 
remuneration, but with the respect and friendship of the 
directors, by whom he should be considered in ev^ry respect, 
so far as regards the bank, at least upon an equally elevated 
footing. Without the confidence and friendship of the 
directors, he can neither take his place at their meetmgs free 
from restraint, discuss with them matters relating to the 
welfare of the establishment with composure, nor appear 
before the customers with that satisfaction and independence 
which is required to the proper discharge of his duties. 
Having placed him in the position of manager of the bank, it 
is their duty always to contemplate him in that light, to 
respect and confide in his opinions and conduct, wliicli m 
many cases have been formed by long years of active and 
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arduous employment m the profession , and to speak well of 
him among their friends and acquaintances. In the degree 
in which the manager is respected, and well spoken of by the 
directors, will respect and confidence be extended to him, 
and consequently to the establishment, by the pubhc, and a 
good opinion entei tamed of their judgment and discernment 
in Ins selection. 

“ The conduct of the manager ought to be characterised 
by great circumspection and uprightness. He ought, un- 
questionably, in every instance, to be chosen for his business 
qualifications, and not because he is a iich man, a gentleman, 
a man of fashion, or a man with an extensive circle of friends. 
To choose him on account of any one of these qualifications, 
and not principally from his practical experience of banicing, 
would be similar to appointing a man to the care and manage- 
ment of a steam-engine, who knew nothing of its mechanism, 
nor the nature of its operation, but was recommended solely 
because he had a taste for travelling, or it would be like 
placing a man at the helm to pilot a vessel over quicksands, 
and through a reef of rocks, who knew nothing of a seafaring 
life, but was fond of contemplatmg the grandeur of the 
elements The manager of a joint-stock bank ought to be 
chosen exclusively for his experience in banking ; other 
qualifications are well enough in their own place, but ought 
never to be taken into consideration m choosing a person to 
act as manager of a bank. In this way a stimulus is given 
to persons of talent, who may be looking forward to the 
reward of n life of toil and diudgery; and thus merit is 
patronised and protected. In a well-regulated office no one 
will be promoted over the head of another, but a prudent 
selection being made at the outset, a system of regular 
promotion should be uniformly practised. 

“ The manager of a bank may be contemplated in three 
important points — in his intercourse with the customers and 
the public , with the directors , and with the subordinate 
officers of a bank. In each of these departments he has 
important duties to perform He must be scrupulously 
diligent in liis attention to the affairs of the bank, courteous 
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in his interviews with the public, affable and uni'eserved in 
his communications with the directors, and kind and con- 
ciliating towards the subordinates of the bank, treating them 
as those who may be one day placed in a similar situation 
with himself. The days are now gone past "when a man of 
business was considered in the hght of a machine — a mere 
automaton for the purpose of forming tiguies and casting up 
accounts ; but it is still necessary, enlarged as oin views of 
the powers and capabilities of the human mind are, in order 
to the proper management of any business, that it be carefully 
attended to. The manager of a joint-stock bank, being 
allowed a competent salary, cannot be justified in occupying 
his time with any other employment which may occasion his 
absence from the duties of the bank. But it is not intended 
to insinuate that he must be a man of one idea, and restrained 
from turning his mental acqunements to his own amusement 
or profit. This would be as absurd as it would be unreason- 
able. Nor is it meant that a man of business may not be 
also a man of great erudition, and it may happen, of literary 
and scientific eminence. On the contrary, it cannot be 
denied that, in the present day, this is often the case. What 
is contended for is, that the bank is entitled to, and ought to 
have, Ins close and chief attention.- . 

“ As it is obvious that he cannot manage any other trade 
or profession, without sacrificing or delegating more or less 
the duties he owes to the bank ; it seems also very doubtful 
whether he can be justified in taking a prominent part m 
public or political affairs. There are two arguments against 
his being a pubhc character : the first is, that he may be 
drawn away during the hours of busmess ; the second, that, 
by becommg a partisan, he is certain of being moie or less 
obnoxious to a portion of the inhabitants, and, it may be, of 
the bank’s customers. A man whose mind is occupied in 
framing political speeches, in promoting political schemes, 
and whose time is partially given to pohtical, magisterial, or 
other meetings, cannot possibly, from the exciting nature of 
such subjects, give that cool, deliberate, and iinifoimattfUitioii 
to the duties of the bank which they necessaiily require. 
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“ The customers ought always to be treated with civility 
aud kinduess, their business transacted promptly and cheer- 
fully, and eveiy inquiry regarding their accounts, or any 
matter of business, readily and satisfactorily explained 
When an accommodation is to be dechned, it ought to be 
done in as polite and inoffensive a manner as possible — 
the manner of a refusal being of paramount moment to the 
character of a manager. 

The shareholders, being, m other words, the proprietors 
of the bank, are to be received with that freedom and con- 
fidence which IS due to their character as such, but without 
compromising or revealing to them either the business and 
accounts of each other, or of the customers of the bank. 

“Next to being secret and cautious, a manager ought to be 
prompt and decided in all his measures, free from party 
influence, and firm in his purpose. A habit of promptitude 
and decision is very essential to the proper regulation of the 
business of a bank, and acquned by forethought and circum- 
spection. It IS, perhaps, a constitutional virtue which cannot 
be enjoyed by every one in the same degree, but it is never- 
theless a virtue which every one may acquire by proper 
attention. Nothing makes a manager look more sidy and 
contemptible than a hesitating, dubious, and capricious 
manner. His answer ought to be prompt and satisfactory ; 
he should be sufficiently acquainted with business to say, at 
once, whether an act can be done or not, and should appear 
free from restraint, and not disposed to alter an opinion when 
once formed.” * 

ly. In joint-stock banks the administrative functions are 
usually distributed between the directors and the manager. 

With reference to both private and j’oint-stock banks, the 
distribution of the administrative functions is a most im- 
portant topic of inquiry. By what parties ought these 
functions to be exercised,? — e have spoken of “ the banker, 
as though a bank consisted of only one person, and this one 
person administered all the poweis and functions of the bank. 
But few banks consist of only one person. One class of banks 
* Bell’s ‘ Philosophy of .Toinl-slock Banking ’ 
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consists of two, thiee, foirr, five, six, or more persons, some or 
all of whom attend to the practical administration of the bank. 
Another class of banks consists of a great many, it may 
be of several hundred peisons, who appoint some dozen or 
score of their own numbei to admmister the bank on their 
behalf. 

But how many soevei the number of partners may be in a 
bank, the administrative functions are in fact practically 
exercised by a small number of peisons. A private bank may 
consist of as many as six or moie partners, but it is rarely, we 
believe, that so many as six aie actually engaged in the 
business. When more than one are thus employed their 
duties may be distributed accoidmg to their seniority or other 
circumstances. In ordinary matteis there may be a division 
of labour, and each partner may preside over a distinct 
department of the business. But in all important cases there 
is usually one leading partner w'ho practically guides the 
others Wiien a bank has risen speedily to eminence, it has 
generally been through the talents of some one man. It does 
not follow iliat this one man did not receive groat assistance 
from the advice or suggestions of his partners. It is the part 
of a wise man to avail himself of the knowledge and wisdom 
of others ; and he will often gather much useful information 
from men far below himself m general talents There is, 
perhaps, more uniformity, consistency, and energy in the 
proceedings of a bank managed by a few partners than by 
many. On the other hand, banks have sometimes been 
ruined by placing too much power in the hands of one or two 
of the partners. 

In a joint-stock bank, though the number of directors may 
be large, the daily exercise of the administrative power is 
practically in the hands of a few persons In some banks 
this power is vested solely in the manager , sometimes in one 
or two managing directors ; sometimes in a peimanent com- 
mittee of two directors and the manager , and in other cases, 
in a changeable committee, on which each member of tlie 
board takes his rota of service for two oi three weeks m 
succession- In all cases, liow'Pver, the board of directors lay 
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down the general principles on which the bank is to be 
administered, reports aie made to them at their weekly- 
meeting of the actual condition of the bank in all its depart- 
ments, and all very important matters aie reserved for their 
special consideration. 

V. Some jomt-stock banks have many branches. 

When the law existed in England that no bank should 
have more than six partners, the branch system scarcely 
existed In some cases, a bank had a branch or two a few 
miles distant, but no instance occurred of a bank extending 
itself throughout a county or a district. But mth joint-stock 
banking arose the branch system — the head office was placed 
in the county town, and branches were opened in the principal 
towns and villages around. The credit of the bank being 
firmly established, its notes circulated freely throughout the 
whole district. The cluef advantages of this system are the 
following — 

There is greater security to the public. The security of 
the -whole bank is attached to the transactions of every 
branch, hence there is greater safety to the public than 
could be a-fforded by a number of separate pi ivate banks, or 
even so many independent jointrstock banks These banks 
could have but a small number of partners — the paid-up 
capital and the private property of the partners must be 
comparatively small , hence the holder of a note issued by 
one of the independent joint-stock banks could have a claim 
only on that bank • but if that bank, instead of being inde- 
pendent, were a branch of a large establishment, the holder 
of a note would have the security of that large establishment , 
hence the branch system unites together a greater number of 
pel sons, and affords a more ample guarantee 

The branch system provides greater facilities for the trans- 
mission of money The sending of money from one town to 
another is greatly facilitated, if a branch of the same bank be 
established in each of those towns, for all the branches grant 
letters of credit upon each other. Otherwise you have to ask 
the banker in the town from which the money is sent, to give 
you a bill upon London, which is transmitted by post , or you 
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request Mm to advise Ms London agent to pay tlie money to 
the London agent of the banker who resides in the town to 
which the money is remitted. This takes up more time, and 
is attended with more expense. A facility of transmitting 
money between two places usually facilitates the trade 
between those places. 

The blanch system extends the benefits of banking to small 
jilaces where independent banks could not be supported. An 
independent bank must have an independent board of 
directors who in most cases mil be better paid — ^the manager 
must have a higher salary, because he has a heavier re- 
sponsibility, and a large amount of cash must be kept unem- 
ployed in the till, because there is no neighbouring resource 
in case of a run. There must be a paid-up capital, upon 
which good dividends are expected a large proportion of the 
funds must be invested in exchequer bills, or other Govern- 
ment securities, at a low interest, in order that the bank may 
be prepaied to meet sudden calls; and the charge for 
agencies will also be more. On the other hand, a branch 
has seldom need of a board of directors, one or two being 
quite sufficient — ^the manager is not so well paid there is no 
necessity for a large sum in the till, because in case of neces- 
sity the branch has recourse to the head office, or to the 
neighbouring branches , nor is a large portion of its fund 
invested in Government securities that yield but little in- 
terest, as the head office takes charge of this, and can manage 
it at a less proportional expense. Besides, at some branches, 
the manager attends only on market days, or once or twice a 
week. The business done on those days would not bear the 
exjiense of an independent establishment. 

The branch system provides the means of a due distribution 
of capital Some banks raise more capital than they can 
employ, that is, their notes and deposits amount to moie than 
them loans and discounts. Others employ more capital than 
they raise, that is, their loans and discounts amount to more 
than their notes and deposits. Banks that have a surplus 
capital usually send it to London to be employed by the bill- 
brokers. The banks that want capital must either restrict 
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their business, or send their bills to London to be re-dis- 
counted Now, if two banks, one having too much, and the 
othei too little capital, be situated in the same county, they 
will have no diiect intercourse, and will consequently be of 
no assistance to each other ; but if a distiict bank be esta- 
blished, and these two banks become branches, then the 
surplus capital of one bianch will be sent to be employed at 
the other — thus the whole wealth of the district is employed 
within the district, and the practice of re-discounting bills in 
London will be proportionably diminished. 

The branch system secures a better system of management. 
The only way to secure good management is to prevent the 
formation of small banks. When banks are large, the 
directors are men of more wealth and respectability — they 
can give large salaries to their ofScers, and hence can 
command first-rate talent — there will be a more numerous 
proprietary; and in a large number there will be always 
some active spirits who will be watchful of the conduct of the 
directors and the manager; besides, in a numerous proprietaiy 
theie is a greater number of persons eligible to be duectors, 
and consequently there is a wider choice. In populous cities, 
such as London or Manchester, a large bank may be formed 
without blanches ; but in smaller places there is no way of 
forming a large bank but by giving it branches throughout 
the district. A branch banlc in a small town will probably 
be better managed than an independent bank in the same 
place. The directors and manager of the branch will be 
appointed by the directors at the head office, assisted by the 
geneial manager, who are very competent to judge what 
qualifications are necessary for these offices, and who would 
not be biassed by local partialities. But the directors of the 
independent bank would most likely be self-appointed, or 
chosen by the proprietors, because no others could be obtained, 
and these dnectois would appoint some friend of their own to 
be manager. The manager of the bianch, besides the super- 
intendence of the directors, which he has in common with the 
manager of the independent bank, will be subject to visits 
from the general manager or the inspector; and he must 
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send weekly statements of his accounts to the head office. 
The consciousness of responsibihty will thus secure a more 
anxious attention to his duties ; and, besides, he will probably 
be looking forward for promotion to a higher branch as a 
reward for his successful management. These circumstances 
seem to insure a higher degree of good management to the 
blanch. 

At the same time, it must be admitted that banks with 
numerous branches require a proportionate paid-up capital, 
and that the capital be kept in a disposable foim , it also 
requires yigilant and constant inspection, and a rigid system 
of discipline 

A proportionate paid-up capital is necessary, because, in 
case of a run, there are a greater number of points of attack : 
hence the funds must be divided to meet all these possible 
attacks ; for if one branch be overpowered, the whole bank is 
immediately exposed to suspicion. 

Another danger arises from the incompetency or negligence 
of the managers of branches. Among a number of men, it is 
not likely that all are clever, and all prudent ; and one case 
of neglect on the part of one manager may, in times of alaim, 
throw discredit on the whole establishment Besides, there is 
sometimes danger even from the zeal of the branch managers. 
Each manager is naturally anxious to increase the business of 
his own branch ; and he will perhaps find that the most easy 
way of doing this is to extend his loans and discounts. Hence 
each manager tries to employ as much capital as he can , and 
the urgent remonstrances he receives from head-quarters, 
requiring him to restrict his discounts, are either evaded or 
delayed. Thus the bank proceeds until some heavy demand 
for money arises at head-quarters, and it is then found that 
all the capital of the bank has been absorbed by the branches. 
These advances cannot be suddenly recalled, and thus the 
bank is ruined. 

What number of branches a bank ought to have, and what 
distance they ought to be from the head office, have been the 
subject of much discussion. No general rules can be given. 
The subject may very safely be left to the disci etion of the 
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banks tbemselyes. Several of tbe banks in Scotland have 
from thirty to forty branches. The Provincial Bank of 
Ireland, whose head office is in London, has branches spread 
all over Ireland. I am not aware that in these cases any 
danger or inconvenience has been experienced. When 
branches are found troublesome or unprofitable, they will 
very soon be discontinued. In some instances, even in Scot- 
land, the branches of the larger banks have been withdrawn, 
in consequence of being unable to sustain a competition with 
the local banks of the district. 

Had the Act of 1826 permitted jomt-stock banks of issue 
to be established in London, we should probably by this time 
have had ten or a dozen banks having their head-quarters in 
London, and extending their branches throughout the country. 
But as the law prohibited joint-stock banks being established 
within sixty-five miles of London, it necessarily gave rise to 
banks occupying particular districts in the country. The 
advantages which are alleged to belong to the district system 
are the following : — That the bank will be better adapted to 
the wants and habits of the people — that a local feeling will 
be excited in its favour • hence the inhabitants of the distiict 
will take shares, and the occuirence of runs upon the bank 
will be less probable — that a better system of management 
may be expected, as it can more easily be governed, and will 
be more under control — that a panic in the district will not 
affect the other parts of the country, and hence supplies may 
be more easily obtained — ^that banks will be of a moderate 
size, and hence will be attended with the advantages arising 
from numerous banks actmg as checks upon each other, 
instead of a few large banks who may combine for objects 
injurious to the nation ; and that as each bank will have an 
agent in London, the bills they diaw will thus have two 
parties as securities, and the public will have a pledge that 
there is no excessive issue in the form of kites or accommoda- 
tion bills. On the other hand, it may be contended, that in 
Scotland the large metropohtan banks which have branches 
extended throughout the country, have generally been more 
successful than the provincial oi district banks — that there is 
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a greater security to the public for the notes or deposits — 
that advances aie not so likely to be made to speculative 
parties merely on account of their local influence — ^that the 
capital raised m one part of the country can be employed in 
another — that the transmission of money from one part of the 
country to another is more rapid and direct — that the esta- 
blishment of the bank, being on a larger scale, you have a 
supeiior class of directors, and can demand the services of 
higher talents in those who are employed as olBcers. 

It does not appear that these two systems are necessarily 
at variance with each other. County or district banks have 
no doubt many advantages, but they do not seem to super- 
sede banks on a larger scale. 

VI. Joint-stock banks have half-yearly meetings of share- 
holders, to whom is usually exhibited a balance-sheet showing 
the assets and liabihties of the bank. 

All banks do not exhibit a balance-sheet* The practice 
18 said to be open to the following objections • — 

1. That it is not a fair criteiion by which you can form 
any judgment of the real condition of the bank. You might 
see that the bank had a certam amount of securities, or had 
advanced a certain sum upon loans ; but whether those secu- 
rities were available, or whether those loans could suddenly bo 
called up, are points upon wliich the balance-sheet could give 
no information. The Agricultural and Commercial Bank of 
Ireland published a very satisfactory balance-sheet a few 
weeks only before they stopped payment 

2. It lays the bank open to attacks horn its rivals or oppo- 
nents. The balance-sheet will show in what way tlie funds 
of the bank are employed, but it will not state the reasons 
why they are so employed. The opponents of the bank may 
attack every item of the balance-sheet, and the directors may 
not be able to repel those attacks without a breach of con- 
fidence that would be injurious to the establishment. Sup- 
pose, for instance, the balance-sheet should show that the 
bank had advanced a few thousand pounds upon mortgage. 

All the Joint-Stock Banks m London do so, but it is not the piactice gene- 
rally in the conntiy, noi m Scotland or Iieland. 
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This might be justly considered as a departure from the 
sound piiuciples of banking, yet it might in this case be 
justified by some peculiar circumstances, which, nevertheless, 
the directors could not publish Avithout seiious injury to the 
parties concerned. The production of a balance-sheet is 
advocated upon the ground that it would enable the share- 
holders to judge of the ability and prudence of the directors- 
But how can they do this without knowing the reasons by 
which the directors are influenced in their decisions ^ 

3. It causes a great deal of speculation in the shares. The 
shareholders and the public would form their opinions of the 
bank from the statements in the balance-sheet ; and accord- 
ing to these opinions the price of the shares would fluctuate 
in the market. Suppose it were seen that the bank had in- 
vested a large portion of its funds in Government securities, 
and it was known that during the year the price of those 
securities had experienced a considerable fall, would not the 
bank shares immediately fall too? Again, suppose at the 
end of a year like 1836, it should appear that the bank held 
a considerable amount of overdue bills, the apprehension of 
loss would cause the bank shares to fall; soon afterwards 
these bills might be paid, and then the shares would rise 
again — Thus, the publication of balance-sheets would keep 
the prices of shares in perpetual fluctuation, and furnish a 
most fruitful source of speculation and gambling. 

4. It IS perfectly inefficient as a protection against fraud. 
The balance-sheet, it seems, is to be a check upon the 
dmectors, and yet the directors themselves are to prepare the 
balance-sheet. They must be stupid knaves mdeed, if they 
produce such a balance-sheet as shall expose their own 
knavery. Besides, the balance-sheet merely shows the state 
of the bank on one day in the year. Would it not be easy 
to put the bank on that day in such a condition as would 
give satisfaction to the shareholders ? 

VII. At the annual meeting, the directors announce the 
amount of the profits and the mode of their distribution. 

The first appropriation of the profits is, to pay to the share- 
holders a dividend on the capital. But all the profits are not 



172 


A Practical Treatise 


usually thus appropriated ; a certain portion is generally 
retained as a rest, or surplus fund, or, as it is sometimes 
called, a guarantee fund. This last title has led to an 
erroneous impression with regard to the nature and purposes 
of this fund. It IS not designed as a guarantee to the deposi- 
tors for the amount of then* deposits — these are guaranteed 
by the paid-up capital and the liability of the shareholders 
— but as a guarantee to the shareholders for the uniformity 
of their dividends. Should the profits in any one year fall 
below the sum necessary to pay the usual dividend, the defi- 
ciency may then be taken from the surplus or guarantee fund. 
The amount of this fund, therefore, will be regulated by the 
amount of the transactions, and the consequent danger of 
loss But it sometimes happens that, after paying a liberal 
dividend, the siuplus fund accumulates far beyond the sum 
necessary for the above purpose. In this case a portion of 
the fund may be employed either in still farther increasing 
the dividend, or it may be distributed to the shareholders in 
the form of bonuses, or it may be added to the capital. The 
course to be adopted must depend upon circumstances. 
When the capital is small, it will probably be best to make 
an addition from the surplus fund ; but when the capital is 
sufficiently large, the best way will be to give an occasional 
bonus to the proprietors. This is usually better than in- 
creasing the dividend. For if the dividend be once increased, 
the same rate of dividend will always be expected. And it is 
better not to make any advance, unless there is good reason 
to believe that the same rate will always be maintained. 

When urging the establishment of a surplus fund, we are 
met with the remark, that we are not bound to do anything 
for posterity, inasmuch as posterity have done nothing for 
us. We recollect meeting with this joke many years ago, we 
think, in “Joe Miller.” As it is so frequently repeated, we 
presume it is thought to be witty. We profess not to be a 
judge of witticisms. As a piece of reasomng, it seems very 
unsound. To deny ourselves present gratifications in order 
to make provision for the future, is one of the most important 
lessons that reason teaches to man. JSfor is it for posterity, 
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in tlie present ease, tliat the provision is made All bank 
proprietors slioiild wish that it may be so ; bnt it is very pro- 
bable that within their oivn life-time some untoward events 
may occur that will reqliire a portion of the reserved fund to 
keep up the ordinary dividend. 

Those persons are under a mistake who object to a reserved 
or surplus fund on the ground that it takes away the profits 
from the existing shareholders, and gives them to the future 
shareholdeis This is not the fact An existing shareholder 
who Iceeps his shares until the fund is in some way distri- 
buted, receives of course his portion of the fund But an 
existing shareholder who sells out his shares before the fund 
IS distributed, receives the value of his portion of the fund in 
the price of his shares. The amount of the surplus fund will 
influence the market value of the shares. In proof of this, 
we may observe that after a bank has declared a bonus, the 
market-price of the shares usually falls, as in fact, cceteris 
paribus, it ought to do. 

We consider it of high importance that a bank should 
maintain an ample surplus fund. Without such a fund the 
dividends will fluctuate very widely, and sometimes there 
may be no dividehd at all, even though upon a series of years 
the bank may have been very successful. Even if it is Imown 
that a bank has met with losses, its credit is not so much 
affected when it has an ample reserved fund to fall back 
upon. And besides the ordinary losses in the way of busi- 
ness, a bank will sometimes, in a season of pressure, be called 
upon to sustain loss by the realization of securities , and it is 
very convenient to have a surplus fund sufficiently ample to 
bear all these contingencies. Such a fund too has a moral 
effect m strengthening the reputation of the bank in public 
estimation. It is regarded as an indication that its affairs 
are governed by a wise and prudent admmistration. 

It will assist us in formmg a correct judgment as to the 
principles on which jomt-stock banks ought to be adminis- 
tered, if we take a view of those banks that have fallen, and 
notice the causes to which their failure may be assigned. In 
investigating these causes, we shall find that the disasters 
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which, have befallen joint-stock banks have arisen not from 
any unsoundness in the piinciples of joint-stock banking, but 
purely from mal-admmistration. It was predicted by their 
opponents that they would be ruined by the excessive issue of 
their notes ; but the banks that have failed have been chiefly 
those that did not issue notes. It was stated they would be 
ruined by carrymg on an extensive business with a small 
capital ; but among the banks that have stopped have been 
some of the largest capital. It was supposed they uould be 
ruined by unprincipled men getting to be directors, who, 
having no property of their own, would care little about 
squandering the property of others. But the fallen banks 
are chiefly those which were govemed by honourable men ; 
and the greatest sufferers have been the directors. Nor can 
it be said that the joint-stock banks have made their losses 
by engaging in speculations unconnected with banlcmg. 
Private bankers have done so But joint-stock banks are 
confined by their deeds of settlement to the business of bank- 
ing. Nor has it appeared — except, perhaps, in the Isle of 
Man Bank — that they have violated their deeds in this 
respect. To what, then, must we ascribe the failure of so 
many joint-stock banks ? We reply, To m^-administration ; 
or, in other words, to bad management. And this leads us 
to inquire, In what way has this mal-administration been 
exemplified ? What are those erroneous principles that have 
led to these fatal results ? Without attempting to enume- 
rate them all, we will endeavour to specify a few of the 
most prominent. 

I. Taking the unsound business of other banks. 

One cause of the rapid extension of joint-stock banks in 
1836, was the “ merging ” of numerous private banks. It 
appears that 138 private banking estabhshments have merged 
in joint-stock banks. Some of the private banks sold their 
business after the jomt-stock banks had come into operation. 
Others formed a jomt-stock bank upon the private bank, the 
senior partner often becoming a director, and the junior 
partner the manager, of the new bank. 

In by far the majority of cases, these unions, or “ merges,” 



were advantageous to both parties. The private bankers 
obtained the value of the business they had surrendered, and 
an interest in the future prosperity of the bank they had 
joined. On the other hand, the new joint-stock bank 
acquired a business already formed, and also obtained the 
advantage of the practical Imowledge and superintendence of 
experienced bankeis 

But in some instances the bargain was a disastrous one for 
the jomt-stock bank. The bad and overdrawn accounts were 
taken without due exammation, and soon afterwards occa- 
sioned considerable loss. The loss of the pui chase-money 
was generally by far the smaller loss of the two. A joint- 
stock bank in the west of England purchased a private bank 
in a country town for a large sum, and took the overdrawn 
accounts without a guaiantee. These accounts were con- 
sidered good at the time, but a few years afterwards the 
parties failed, and the joint-stock bank lost considerably. A 
joint-stock bank gave to the Northern and Central Bank the 
sum of 6,500?. for their business at Leeds, after they had 
stopped. The accounts they took over were afterwards the 
occasion of great loss. The Isle of Wight Jomt-stock Bank 
was formed upon a private bank, but a few months only had 
elapsed when they found they were insolvent from the losses 
that would arise fiom the bad accounts they had accepted. 
They immediately determined to wind up, and transfer then 
business to the National Provincial Bank of England. Other 
instances might be adduced of jomt-stock banks having been 
founded on private banks which are now supposed to have 
been, at the time, in a state of insolvency. 

II. Some banks have sustained losses by making advances 
on dead security. 

Instead of the word “ some,” we think we might use the 
word “ all.” Eor among the banks that have failed we doubt 
if we could find one that had not sinned in this respect. But 
the greatest sinners were those banks that were established 
in places of the greatest trade. All the banks at Newcastle 
advanced money on collieries, and also on other public works. 
The banks of Manchester made advances on mills and manu- 
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factories, as did also some of the banks at Leeds. These 
advances were attended with several evil effects. In the first 
place, there was a* lock-np of capital, which restrained the 
operations of the bank. To relieve themselves from this re- 
striction, they took bills for their loans, and re-discounted 
them in the London money market. The facilities thus 
obtained induced them to extend this system of advance. 
Bills were perpetually renewed, and perpetually re-discounted* 
At last a pressure came, and the renewed bills could not he 
re-discoimted. The bank could not take up the old bills that 
were returned, and consequently stopped payment. Some- 
times, too, the bank tried to relieve itself from this pressure 
by increasing its drafts on its London agent. It has for a 
long time been the practice in Lancashire to pay for cotton 
with a three months’ banker’s bill. Banks m difficulties 
avail themselves of this practice to make all'their advances 
by drafts on London, instead of cash. The Bank of Man- 
chester had at one time an enormous circulation of this kind. 

Another effect was that, however good the security might 
be at the time the advance was made, when a change took 
place in the state of trade, its value fell much below the 
amount of the advance ; and m some cases it could not be 
sold at any price. But the evil did not stop here. As th^ 
property given as security would have been worth nothing 
if not worked, the bank was induced to make farther ad- 
vances, to carry on the works on their own account. A 
colliery, if not kept in operation, soon gets out of order ; and 
it will then require a considerable sum to set it at w'ork 
again. Hence some of the collieries at Newcastle were 
worked by the hanks ; and mills in the neighbourhood of 
Manchester were carried on m the same way. The plan, 
however, does not often succeed. It is generally throwing 
good money after had. The ultimate loss is usually in- 
creased. We may just observe in passing, that the hanks in 
the East Indies get involved m the same way, through 
makmg advances on indigo works. These works aie of no 
value except when kept in operation ; and hence it has oc- 
curred that a bank which has made an advance, is compelled 
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to carry on the works to keep up the yalue of its security 
To show tkat a bank goyemed by the strictest rules may 
sometimes be drawn into transactions of this kind, it may 
be observed that an iron concern in Wales was said to 
have been cairied on by the Bank of England. It be- 
longed to the Governor and Company of the Mines Eoyal. 
The bank made an advance on mortgage to this corporation 
during the pressure of 184:7, and took the profits of the 
works. Some joint-stock banks have made advances upon 
buildings. This has occurred chiefly in places where there 
has been an increasing population. A few years ago a joint- 
stock bank in a town of fashionable resort, advanced large 
sums to builders upon the secuiity of the houses they were 
erecting. The houses did not let — ^they could not be sold 
for anything lil^e the cost price — the builders were ruined — 
and the loss fell upon the bank. The bank had recourse to 
the expedient of rediscounting the builders’ bills ; but after a 
while it was compelled to stop payment. In agricultural 
districts, banks have sometimes made considerable advances 
to farmers and graziers. Indeed, it is almost a universal 
practice to do so at some seasons of the year. These advances 
are not individually of large amount, and aie not usually 
attended with much loss — ^not with anythmg like the losses 
incurred by advances on coUieiies, mills, and houses. But it 
is a lock-up of capital until the year comes round. 

III. Some banks have lost large amounts, through ad- 
vances made by way of loan or discounts to men eugaged in 
speculative undertakings. 

Two of the banks that stopped at Newcastle-upon-Tyne 
sustained great losses through advances to corn-merchants. 
Speculations m com are usually carried on more by bills 
than by loan. A merchant buys a quantity of corn, and 
places it in the hands of a factor, and draws bills for some- 
thing under the market-value, leaving the factor a margin to 
guard against loss. He gets these bdls discounted, buys 
more corn, which he also places in the hands of his factor, 
and then draws fresh bills. This second batch of bills he 
also gets discounted, and buys more corn ; and thus he goes 
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on in. the same course. How if he thinks the market will 
rise (as all speculators do), he will not allow his factor to sell 
the corn; but when the first bills fall due he will renew 
them, and with the pioduce of the new bills, when dis- 
counted, he will pay the old ones. It is thus that a large 
speculation may be carried on with a small amount of capital 
(and that may be borrowed from the bank), and all the 
speculation is kept afloat by bills. These bills are always 
for large amounts, and when the parties fail the losses aie 
usually heavy. The failures in the corn-trade in 1847 fell 
heavily on the bankmg and monied interests. It was the 
stoppage of Messrs. Lesley, Alexander & Co. the corn-factors, 
that caused the stoppage of Messis. Sanderson & Co. the bill- 
brokers. 

Wool is another heavy article,” as it is called ; that is, 
it costs a great deal of money, and the bills aie usually for 
large amounts. Occasionally there is much speculation in 
this article. 

Builders are generally a speculative class. Banks that 
advance money to parties engaged m this trade have usually 
to take possession of the bmldings. We have already 
noticed an instance of this in the conduct of a jomt-stock 
bank. 

People who speculate in railway and other companies are 
dangerous customers to a bank. 

It may be remarked, that it is generally bad policy in a 
bank to make a very large permanent advance to any one 
customer. The word “ large ” is a relative term, and must 
be understood with reference to the extent of business that 
the customer is carrying on, and to the means of the bank.' 
It is not the business of bankers to supply then customers 
with capital to carry on their trade. But it is their business 
to make temporary advances, and these advances may some- 
times be large. In such cases, the banker should have a 
kind of security, that shall not only secure the debt, but shall 
prevent its becoming permanent. Almost every bank that 
has failed can pomt to some one, two, or three large accounts 
to which it mainly ascribes its failure. 



on Banking 179 

But the worst form of illegitimate advance is that which is 
made by a bank to one of its own directors. 

A bank that is known to act imprudently in making large 
advances will occasion a suspicion that its smaller advances 
are made with, at least, equal imprudence. A large number 
of imprudent small transactions may be as fatal to a bank as 
a smaller number of a larger amount. A sum which appears 
small as a loan, will appear large as a loss. A manager who 
accustoms himself to examine all the circumstances connected 
with the small bills he discounts, will acquire a habit of 
investigation that wdl guide him with safety in dealing with 
large transactions. But if he get into a laxity of manner in 
regard to small amounts, he will ultimately deal less care- 
fully with large sums, and be in danger of making great 
losses In every case the rules of sound banking should be 
strictly applied. 

IV. Some banks have become mvolved in difSculties 
thiough a general want of system and discipline in conduct- 
ing its affairs. This laxity usually shows itself in two ways 
— the absence of a good system of book-keepmg, and the 
want of a proper control over its branches 

We could not adduce a moie striking illustration of this 
observation than has been furnished in the history of the 
Agricultuial and Commeicial Bank of Ireland, as i elated 
before a Committee of the House of Commons in the year 
1837. The following are extiacts from this evidence. The 
books at the head office had not been posted for four months. 
There were no stock books, showing the amount each share- 
holder had paid on his share. There were no books showing 
the amount of the circulation. An auditor states • “ They 
showed us no general account — ^their books were in a per- 
fect chaos” They had no account at the head office by 
which they could check any transaction at the branches. 
Bills were sent away to be re-discounted without any entry of 
them being made in the bank-books. At the branches there 
was no regular system of accounts. At no one branch was 
there a system of accounts that formed an adequate check 
upon the amount of notes in circulation, “and from one 
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brancli we were told that returns had not been made to the 
head office for fourteen months, and from another for six 
weeks, and there M^as no question about it from the head 
office.” 

We will not intimate that anything like this has ever 
existed in a joint-stock bank in England. We never heard 
that any one has had any difficulty in making out a state- 
ment of its affairs. With some banks, however, there has 
been a laxity in regard to the government of their branches. 
The system of inspection was not well understood — ^the 
retmms from the branch were not so ample as they should 
have been — and the orders of the head office were not 
rigorously enforced. We could mention the names of several 
fallen banks that lost very considerably by their branches 
In some cases the banks had opened branches in towns that 
required an amount of capital disproportionate to the means 
of the bank, and their administration had been entrusted to 
parties who had neither banking nor local knowledge. 

A good system of book-keeping cannot be too highly 
valued. Its object is not merely to secure accuracy of ac- 
counts between the bank and its customers. A farther ob- 
ject is to classify and arrange all the transactions in such 
a way as easily to produce a weekly balance-sheet, showing 
the actual condition of the bank Nor must it be supposed 
that such abstracts or balance-sheets are intended meiely 
for the use of the directors. They are of the utmost use 
to the manager, and should be the subject of his constant 
study. A manager who, day after day, attends only to 
individual transactions, and that, too, possibly in a state of 
mental excitement, may involve his bank m difficulty, even 
though each transaction may, upon its own ground, be per- 
fectly justifiable, unless he attends to those summaries and 
classifications of his transactions which are presented in the 
weekly balance-sheet. He will there see on one side the 
means of the bank, and on the other the way in which his 
funds are employed. He will notice if his loans, or over- 
drawn accounts, or past-due bills, are unduly increased. If a 
good system of book-keeping does not prevent a manager 
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from going wrong, it will prevent Ms going wrong without 
knowing it. If he act unwisely, his balance-sheet wiU stare 
him in the face and remind him of his faults 

It IS a great defect not to take an accurate estimate of the 
losses every half-year before striking the balance of profit 
and loss. It is clear, that common sense and common 
honesty require that the loss should be taken into account as 
weU as the profit. Yet some of the banks that failed went 
on, year after year, exhibiting a balance-sheet to their share- 
holders showing a respectable profit, wMch enabled the 
directors to declare a fair dividend, and to make an addition 
to the reserved fund. Wlnle the annual balance-sheets thus 
showed a steady increase of profit, the bad debts had actually 
eaten up the whole of the capital. 

Another defect is, not to have an account in the general 
ledger showing the amount of bills re-issued or re-discoimted. 
The amount of these bills not due should appear on both 
sides of the account— on one side as a liability, and on the 
other as an asset. For want of doing so, some banks have not 
been able to ascertain easily what amount of bills they have 
under re-discount. But it is important to know this. For it 
may be expected that, during a season of pressure, no small 
portion of these bills will be returned unpaid, and the bank 
must find funds to take up its endorsements. If they fail to 
do this, it amounts to a stoppage of payment. In fact, the 
amount of such bills suddenly returned has in some Cases 
been the immediate cause of a bank stopping payment. 

AVe have no horror of numerous branches. When we see 
that in Scotland the largest and most prosperous banks have 
each a large number of branches, we are led to believe that 
branches are not attended with any dangers which cannot be 
overcome by wise administration. At the same time, we are 
ready to admit that numerous branches require a peculiar 
mode of government, and a rigid system of discipline. The 
chief officer of such a bank should be a good banker, and 
something moie. He must be a good administrator; that 
IS, skilled in the administrative department of good govern- 
ment. 
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In tile first place, eacli branch must have a good system of 
book-keeping, and the system must be uniform at every 
brancli. Secondly, Care should be taken to appoint efficient 
officers Thirdly, A code of laws should be drawn up, and the 
brancli manager should bo distinctly informed as to the 
extent to which he may exercise his discretion, and what 
cases must be lefeired for the consideration of the directors. 
Fouithly, Weekly returns must be made to tlie head office of 
all the transactions, and a half-yearly balance-sheet attended 
with full supplementary details. Fifthly, Special reports 
should be occasionally required, as special circumstances may 
occur, either with reference to the branches generally, or 
with reference to a branch individually. Sixthly, An inspector 
should be appointed for the purpose of visiting the branches. 
His duties wdl be to explain the instructions of the dnectors, 
and to see that they are properly observed — to maintain a 
uniform system of transactmg business at all the branches — 
to instruct the officers of the branch in their duties when 
necessary, and to communicate the knowledge he has acquired 
in visiting the other branches — to answer any difficult or 
knotty questions that may be proposed to him by the 
manager, and to consult with the manager as to the best 
means of promoting the interests of the branch— to observe 
the talents and capabilities of the several officers, and to 
recommend for promotion any who seem to have qualities 
that might be usefully employed m a higher department 
in the bank. In large banks there are usually several in- 
spectors. 

Branches should always be kept in strict subordmation to 
the head office Prompt obedience to orders is a duty that 
must be rigidly enforced. The chairman of the Northern and 
Central Bank stated to the Parliamentary Committee, that 
at some of the branches where the heaviest losses had 
occurred, the managers had not obeyed the orders they had 
received from the directors. Similar accusations w’^ore made 
against some of the branch managers of the Commercial 
Bank of England. It is quite impossible for any bank to be 
well administered as a whole, if every branch is allowed to 



exercise an independent authority. Upon this ground, some 
parties object altogether to the appointment of local dnectors 
at the branches. A local board, consisting of the branch 
directors and the manager, are more likely than the manager 
alone to assume independent authority — to postpone carrying 
out the directions they may receive from head-quarters — and 
to take upon themselves the responsibility of acting somewhat 
at variance with the strict letter of their instructions. And 
although local directors may sometimes be useful in extending 
the connexions of the bank, or m aiding the managers with 
information or advice, yet, for the above or other reasons, 
they are now in England but very seldom appointed. The 
branch is under the sole care of a manager. The general 
manager of the bank is not merely the manager of the head 
office, but has authority also over aU the branches. When- 
ever necessary or expedient, he issues circular letters of 
instruction to the bianch managers, and these mstructions the 
branch managers are expected to obey. 

V. Some banks have been unfortunate in consequence of 
having made no provision to meet contmgencies. 

This class of banks has not fallen into any of the practices 
that we have enumerated. They have not, on the whole, 
been badly managed, but they have traded to the full amount 
of their means, and have kept no reserve, either in Govern- 
ment stock, exchequer bills, or bills of exchange, to meet 
those contingencies to which all banks are liable. One bank 
of this class had, during the railway speculation, received 
from some of these companies a large amomt of deposits. A 
portion of these deposits was lodged, as its agent, with 
another bank. That bank stopped. This bank was, conse- 
quently, unable to pay back the deposits to the railway 
companies. Erom this circumstance, and the known con- 
nection between the two banks having damaged its credit, it 
was compelled also to stop payment. Another bank had but 
a small capital, but for a number of years it was exceedingly 
well managed. In 1847 it had discounted, and again re- 
discounted, a large amount of bills on a first-rate London 
house that failed. The London house afterwards paid 20s. in 
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tlie pound. But tlie directois concluded from this circum- 
stance, that a bank with a small capital was not in a condition 
to bear a large loss, and they resolved to wind up the concern. 
After sustaining the losses and expenses of winding up (and 
in such a case some losses necessarily occur), the bank realized 
nearly the whole of its paid-up capital. We doubt not that 
some of the other banks that have wound up then affairs have 
done so from causes similar to those we have desciibed. 

We consider that this head of our inquiry is not less 
instructive than the four by which it was preceded. They 
will teach us the vices we ought to avoid — this will teach us 
the virtues we ought to cultivate. The lessons we here 
gather are, that we ought not only to avoid all mismanage- 
ment, but we ought also to provide for those contingencies 
to which, even with good management, we are exposed. We 
ought to raise our capital in proportion to our business, or 
else keep down our business to a level with om* capital — we 
ought to have a surplus fund adequate to meet any unforeseen 
loss — ^we ought to have a reserve of conveitible securities 
ready to meet contingent evils; and, finally, we ought 
always to keep our bank in such a condition that, even if not 
successful, we shall still be in a condition to wind up our 
affairs without inconvenience to the public. 

YI. We may observe, that these erroneous principles of 
administration have sometimes been the result of a defect in 
the constitution of the bank — of the appointment of incom- 
petent persons—or of an imwise distribution of the adminis- 
trative functions. 

Joint-stock banking did not grow up gradually in England 
as in Scotland. On the mtroduction of this system into 
England, the directois were necessarily unacquainted with 
the practical operations of banlong.* For all the practice 

* The Ohairman of the ISTorthem and Central Bank gave the following 
answers to a Committee of the House of Commons . — 

“ Is theie any one of your colleagues in the diiection of the bank that had 
previous expeiience in hanking business’— I do not think tlieie was one 

“ Had any of the duectors of the jomt-stock banks about you pievious 
banking expeiience?— I do not recollect one"— Committee on Joint-Stock 
Banks, 1837 
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and experience were confined to the private bankers, whom 
the new system was intended to subveit. In some places 
there was a prejudice agamst directois who were in business. 
Hence officers m the army, bairisters, solicitors, medical men, 
retired tradesmen, and country gentlemen, were considered 
as the most eligible directors These boards of directors, all 
of whom were unacquainted with bankmg, and some of whom 
were destitute of business habits, had to encounter difficulties 
which would have tried the most experienced bankers. 

The want of experience in a board of directors did not, 
however, produce aUy dangerous consequences when they 
appointed an efficient manager. He prudently advised and 
instructed them. They giadually increased their knowledge, 
adopted his principles, and were guided by his counsels. By 
their daily intercourse with him, by their own reflections, by 
the direction given to their thoughts, and by the expeiience 
they acquired, they became in a few years as conversant with 
their duties as the manager himself We believe this was 
almost uniformly the case with those joint-stock banks that 
were formed within five oi six years after they were allowed 
to be established in England. As a proof that such was the 
case, it may be stated that the gieater portion of the banks 
formed dining that peiiod have, at the piesent moment, the 
same managers they had at their commencement, 
i But, after jomt-stock banks were started as matters of specu- 
lation, they increased more rapidly than efficient managers 
could be found. The new banks naturally enough looked to 
Scotland. But the Scotch banks had the sagacity to raise 
the salaries of their principal officers, to prevent their emigra- 
tion to England. In some cases, those Scotchmen who were 
appointed managers of Bnghsh banlis had never held office in 
a bank before, or else it was an office so mferior that all they 
knew about bankmg was merely the routine of the office. 
Wherever efficient manageis were appomted, whether English 
or Scotch, the same effects were produced as in the former 
cases. The inexperienced directors acquired the knowledge 
and experience necessary to the discharge of their duties, and 
the banks prospered. But sometimes the case was reversed. 
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The manager was inefficient, and the directors inexperienced, 
and then the effects were disastrous. 

In some cases the manager laboured under an inconve- 
nience from being taken from a lower social position. Not a 
few of the manageis were previously bankers’ clerks ; and the 
appointment to the office of bank manager did not, in 
England (as it does in Scotland and in Ireland), raise him to 
the same social position as a banker. This was injurious to 
the bank in several ways. It lessened his influence with his 
directors. Erom the days of Solomon to the present time, 
the degree of deference paid to even good advice has de- 
pended upon the social rank of the party who offered it: 
“"Wisdom IS better than strength; nevertheless the poor 
man’s wisdom is despised, and his words are not heard.”* 
The public, too, had been so long accustomed to private 
banking, that, seeing the manager paid by a salary, they 
could not bring their minds to view him as the banker, but 
considered him as holding an office analogous to that of chief 
clerk in a private bank. It may be feared, that m some 
banks the directors took the same view, and thought that the 
mfluence and the salaries of the two offices ought to corre- 
spond. These impressions have now passed away. 

In some cases the manager was superseded in his functions 
by the appomtment of managing directors. The manager 
was a man of bankmg knowledge and experience, but he had 
placed over him a couple of managmg directors, who had 
neither knowledge nor experience. Consequently, his voice 
was never heard m the board-room, and, with the name of 
manager, he acted only in the capacity of a chief clerk. The 
manager was thus deprived of the opportunity of discharging 
the most important of his functions — ^that of giving advice to 
the directors — and was required to confine his attention to 
the more easy duty of obedience. 

In other cases the managing directors and the manager 
formed a secret committee, who alone were acquainted with 
the actual condition of the bank. The directors of the Bank 
of Manchester stated, in their first report, that “ two of their 
* Eocles viu 16 
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body, wbo are out of business, alone have access to the 
accounts, and are authorized to advise with the manager, 
when requisite, on the current transactions of the bank. At 
the same time, each of the other directors engaged, indi- 
vidually, to refrain entirely from inspecting any of the 
customers’ bills or accounts ; thus combining all the secrecy 
of a private bank with the advantages of a public institution.” 
The Bank of Manchester had at that time the largest paid-up 
capital of any joint-stock bank in England. Three of its 
directors were examined before the Bank Charter Committee, 
in the year 1832. They presented to the Committee a list of 
twenty-three joint-stock banks then formed, and strongly 
urged that measures should be adopted to require from them 
an adequate amount of paid-up capital. It is somewhat 
remarkable that, out of these twenty-three banks, the only 
one that has stopped payment is the Bank of Manchester. 
Another has ceased to exist, but it was by a transfer of its 
business. 

In some cases a bank has been ruined by its manager ; in 
others, by the manager and the managing diiectois con- 
jointly, in others, by the managing diiectors without the 
manager ; and in others, by one, two, or three direotois, who, 
though not formally appointed managing directors, have, by 
their influence with the board, virtually monopolized that 
ofiice, and dischaiged its functions. It may be questioned 
whether any case has occurred in England of a bank being 
ruined by the acts of its whole board, where all the directors 
were honest and intelligent men, and each was accustomed to 
think and judge for himself. 

VII. We may observe, that sometimes joint-stock banks 
have been led into erroneous principles of administration by 
the proceedings of the proprietois. 

The constitution of j’oint-stock banks appears theoretically 
absurd The managei — ^the banker — who is presumed to 
have some knowledge and experience in banking, is placed 
under the command of a board of directois, whose knowledge 
and experience are supposed to be inferior to his own. 
These Erectors are again placed under the control and 
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mstruction of a body of proprietors, wliose knowledge of 
banking is mncb less than that of the directors. Practically, 
however, the system works well. But when an attempt is 
made to carry out the theory, the effects are injurious ; and 
some joint-stock banks have fallen into danger through the 
opeiations being too much regulated by the proceedings of 
the proprietors. 

Sometimes the directors have been influenced by the 
applauses of the shareholders. 

It is natural to all shareholders to wish for large dividends 
upon the capital they have invested. Hence they applaud 
most loudly those directors who contrive to declare the 
highest dividends, to make the largest bonuses, to keep up 
the shares at the highest premiums in the market, and then 
to distribute more shares at par. The directors, knowing 
these to be the feelings of the shareholders, *very naturally 
attempt to gratify them. But those transactions that yield a 
large immediate piofit are either attended with a risk of loss, 
or a lock-up of capital. But the profit is immediate, the 
danger is remote. With the aj)plauses of the shareholders 
ringing in their ears, the directors become too giddy for 
reflection, and recklessly engage m a course of action that 
ends m ruin. This evil is increased when there are two 
joint-stock banks of about equal strength in the same place. 
The spirit of rivalry is natural to man. The competition 
between the two boards of directors is not which bank shall be 
governed with the greatest prudence, and with the strictest 
regard to sound banking principles ; but which shall produce 
the most glowing reports — which shall declaie the largest 
dividends — and which shall keep up its shares at the highest 
price in the market. A strong competition is carried on, 
which ends in the destruction of one or both of the rival 
banks. Such feelings are said to have prevailed at Manches- 
ter , and at that place several boards of diiectors were pre- 
sented with servic'es of plate, by their respective shareholders, 
within a short time of the stoppage of their banks 

Sometimes directors aie induced to act unwisely from the 
censures of their shaieholdeis. 
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Every one who knows anything of banking must Imow 
that it cannot be earned on withont occasional losses. A 
bank that is so conducted as never to make a loss, will 
seldom make much profit. And sometimes these losses will 
be so gieat as to absorb a large portion of the profits of the 
year. The object of having a surplus fund is to provide for 
these contingencies, so that the usual dividend may be main- 
tained But when an occasion arises for making use of a 
portion of this fund, there is often what is called “ a stormy 
meeting,” and the shareholders walk away sulky and dis- 
satisfied. This produces a bad effect on the minds of the 
directors. It is a great mistake to suppose that boards of 
directors are indifferent to the applauses or censures of their 
shareholders. As a general lule, the fact is lamentably the 
revel se. In some cases they hate had so much dread of 
“ the geneial meeting ” that they could not muster courage 
enough to make honest reports. Had they done so in the 
first instance, their banks might have been saved from de- 
struction. 

Sometimes directors are in danger of being led astray by 
the admonitions and instructions of their shareholdefs. 

A very prudent class of propiietois exhort the directors to 
practise the strictest economy. When rightly understood, 
this exhortation is worthy of the rounds of applause with 
which it IS usually attended. But it is liable to be misun- 
derstood. In banking, as in housewifery, the lowest priced 
article is not always the cheapest. The largest portion of 
the expenditm’e of a bank consists of salaries. Hence an 
exhortation to economy amounts to — “Heep down the 
salaries of your officers ,” and as the manager has the 
largest salary, he will most likely be the heaviest sufferer. 

A more mischievous recommendation, when thus under- 
stood, can hardly be conceived. Next to havmg a dishonest 
manager, the greatest evil is to have one that is badly paid. 
If he IS known to be poor, his advice will have less weight in 
the board-1 oom; the directors individually will treat him 
wuth less respect ; his wealthy customers will not disclose to 
linn their private affairs ; the needy class, when refused 
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discount, will insult Mm by threatening to com]ilain to the 
directors, and Ms inferior officers will be less prompt in tlieir 
obedience. But worse than all tliis will be the effect pro- 
duced upon Ms own mind He will not be, and be cannot be, 
so efficient a manager when badly paid, as be would be if be 
received a liberal remuneration. It is tbe besetting sm of 
men of business, that they never pay attention to mind, 
tbougb among no class are mental phenomena more stiikingly 
exMbited. The amount of Ms salary is the only tangible 
means by wMch a manager can judge how far his character 
and his services are appreciated. It is not the money alone, 
but the feelings, of whicli the money is an indication, that 
produces an effect on the mind. It is a law of our nature, 
that the kindness, Hberality, and generosity of others will 
produce corresponding feelings in ourselves. And it is 
another law of om* nature, that when the mind is under the 
influence of such feelings, it is capable of intellectual efforts 
of a higher order. But we forget ; — we were writing about 
pounds, shillings, and pence, and our* pen has darted off into 
philosophy. We will now return 

Sometimes the shareholders fly at higher game, and 
canvass the salaries of the directors. Such discussions are 
always unpleasant, as they are carried on in the piesence of 
the parties interested. Among all the charges brought 
against the directors and managers of banks that have failed, 
we have never met with the accusation that they received 
excessive salaries. We are tempted to fancy that, had their 
salaries been higher, the banks might not have failed. As 
far as salaiy is concerned, they certainly would have had a 
greater interest in preventmg the failure. In some banks, 
however, directors have paid themselves for their services in 
ways far more costly to the bank. Take the following 
instance : — 


" The qualification fox directors of the Northern and Central Bank 
was 100 shares It was, however, ascertamed that each of the original 
directors took 1,000 shares, and that besides these, other shares weie, 
at latei dates, distributed among the chrectois and then near connexions. 
Instead of paying the calls to the bank, the dnectors and their nominees 
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■were severally debited witb the amount m a private ledger^ locked up, 
and the key deposited with the chief acconutant In addition to tins, 
each director had a current account -with the bank, and many of them 
had overdrawn their accounts to a veiy laige amount Nor was this 
all, for it further appeared that many of them were also mdebted in 
large sums of money on notes of hand, which bemg placed to the account 
of securities, did not appear mthe books as a debit agamstthe directors 
Upon combmmg these several items of debt, it was ascertained that 
there was no less than 290,000? due by the directois, and that thexe was 
near 14,000? due by the managers and clerks ” 

It IS not creditable to any bank to receive the services of 
its directors as a matter of charity. ISTor is it wise. A 
director who is paid for his services may justly be called to 
account for neglect of duty. In this case, too, he cannot 
expect payment in any other way. In his tiansactions with 
the bank he is then on the same footing as any other 
customer. It has been said, that the directors are such 
honourable men that they will attend to their duty as 
strictly if badly paid as if hberally paid. If so they ought 
to be liberally paid, as it is very desirable that such honour- 
able men should be most closely attached to the bank. But 
we doubt the fact. In matters of almsgiving, men will give 
only what they can conveniently spare. If a director is to 
give his time for nothing, he will give only that poition of 
his time which he cannot moie profitably or more agieeably 
employ elsewhere. In matteis of business, men will ap- 
portion their services according to the return they receive for 
them Theie is no way of securmg constant punctuality of 
attendance on the part of directors, but by paying them 
liberally for that attendance. In some cases where payment 
has not been given, or given only to the managing directors, 
it is said that the government of the bank has fallen mto the 
hands of a few persons, whose punctuality of attendance has 
been almost their only bankmg virtue. But the main 
advantage of liberal payment is its effect upon the mmds of 
the directors. Every honourable man wiU attend to his duty 
with alacrity and energy, and wdl even make extra exertions 
for the benefit of the bank, when he finds that his services 
are handsomely and liberally appreciated. 
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We need hardly say, that the faults we have pointed out 
m the administration or constitution of joint-stock banks 
are by no means inherent in the system. They aie acci- 
dental circumstances, arismg from its establishment in a new 
country, by parties who had no previous opportunity of 
understanding its principles. The system is no longer new 
— ^its principles aie now well understood — and it may reason- 
ably be expected that the calamities’ of the past will never 
recur. 


SECTION XI. 

THE ADMINISTEATION OP THE OPPIGE. 

Ih this Section we shall consider the following topics : — 

I. The Arrangement of the Office. 

11. The Selection and Appointment of the Clerks. 

III. The proper Distribution of their Duties. 

IV. The Amount of their Salaries 

V. The System of Promotion. 

YI. The Eules of Discipline. 

VII. The Training of Clerks for higher Offices. 

I. The Arrangement of the Office. 

The proper situation of a bank is a matter of some im- 
portance. It should be situated in what is deemed the 
most respectable part of the town If it be placed in an 
inferior locality, approachable only by nairow and disagree- 
able streets, and surrounded by buddings the seats of smoky 
and dirty trades, it is not likely to be so much frequented, 
nor to acquire so large a business, as though it were more 
pleasantly situated. Another point to be observed is, that 
the bank itself should be a handsome budding. The ne- 
cessaiy expenditure for this purpose is no sin against economy. 
It IS an outlay of capital to be repaid by the profits of the 
business that will thus be acqmred. A portion of the 
building will pi obably be set apart for the private residence 
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of the manager, or of some other officer of the establishment. 
It is desirable that this portion should be entirely separated 
from the office The communication should be only by a 
smgle door, of which the manager should keep the key. 
The building should be so constructed that what is going on 
in the private house, whether in the kitchen, or the nursery, 
or the drawing-room, should not be heard m the bank. The 
office being thus isolated, must then be fitted up in the way 
that will most effectually promote the end in view. An d 
here are three points to be considered, — space, light, and 
mntilatim. 

A chief consideration is space. A banker should take 
care that his clerks have room enough to do their work 
comfortably. Every accountant knows that he can often 
work faster if he can have two or more books open at the 
same time ; but if his space is so confined that he must shut 
up one book, and put it away, before he can use another, he 
will get on more slowly. The cashiers, too, will be much 
impeded if they are obliged to stand too close to each other ; 
and the public will be huddled together, and will often count 
incorrectly the money given to them, and thus take up the 
cashiers’ time to put them light. Want of space will 
necessarily occasion errors, from the confusion it produces, 
and from one clerk being hable to interruption fiom the 
noise or vicinity of the others. A banker should therefore 
take care that Ins office is large enough for his business ; and 
that it will admit of being enlarged in case his business 
should increase. Ample space is also conducive to the 
health of the clerks, as there will be more air to breathe, spid 
the atmosphere is less hkely to become polluted by the 
burning of lamps and candles. 

Another consideration is light. It is well known in every 
London bank, that fewer mistakes are made by the clerks in 
summer than in winter. Abundance of light prevents mis- 
takes, and saves all the time that would be employed in the 
discovery of errors. Light is also of great importance to the 
cashiers in detecting forged signatures and bad or counterfeit 
money. Thieves are also less likely to attempt their 

VOL. L o 
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robberies in a light office than in a dark one. Faint or 
illegible handwriting can be more easily read, and hence 
mistakes are less likely to occur. The clerks, too, perform 
their duties with more quickness and cheerfulness. The 
gloominess of an office throws a gloom over the mind ; but 
“ light IS sweet, and a pleasant thing it is for the eyes to 
behold the sun.” 

The lightest part of the office should be devoted to the 
clerks. We have observed sometimes a violation of this 
principle. The entrance door has been placed m the middle 
of the front, with a window on each side, and the counter 
thrown across the room, so that the hghtest part of the 
office has been given to the public. It is better that the 
entrance be placed at the right or the left corner, and the 
counter be made to run from the window to the opposite 
wall. The light will thus fall lengthways on the counter, 
and the space behind the counter will be occupied by the 
clerks. 

Ventilation . — ^Volumes have been written by medical men 
upon the advantages of fresh air, and on the unwholesome 
atmosphere of crowded cities. If the air that circulates m 
the streets of towns and cities is impure, what must be the 
state of those offices or rooms where twenty or thirty persons 
are bieathmg close together durmg the whole of the day, and 
gas hghts are burning during the evening. In such cases wo 
are told that a person afflicted with consumption of the lungs 
may communicate the complaint to others, as they must 
inhale a portion of the atmosphere which he has breathed 
out. The air in a close office is not only rendered impure by 
the number of people that breathe it, and by the burning 
of gas, but it also contains very frequently particles of dust 
arising from the floor, through the number of people con- 
stantly walking in and out. It is almost impossible for 
persons so circumstanced to enjoy for a length of time even 
moderate health A portion of this evil may be mitigated by 
a good system of ventilation. To obtain this should be 
regarded as an object of the &st importance If a banker 
does not insist upon the architect performing this in the most 
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effectual manner, lie must be content to be often put to 
inconvenience through the illness and consequent absence of 
his clerks. 

Having made due provision for space, light, and ventila- 
tion, it will now become necessary to arrange the counter, 
desks, and other fiuniture, so as to enable any given number 
of clerks .to discharge their duties with the greatest effi- 
ciency, and so as best to promote the public convenience. It 
is not necessary, or possible, to give veiy minute instructions 
on this head, as much will depend upon the form of the 
building, the extent of the business, and other circumstances. 
We wall notice only a few general objects to be kept in view. 

It is desirable at aU times to make those arrangements 
that shall best promote the convenience of the public. 

The coimter should be readily accessible, and of sufficient 
length to meet the requirements of the business; and the 
cashiers’ desks sufficiently wide apart for the public to be 
promptly served, and to stand without jostling one another. 
Some banks have two counters, one for paying, and the other 
for receiving. At other banks the cashier does not enter the 
credits, but merely agrees the amount with the customer, 
and then passes them to a clerk, who enters them in the 
Waste Book. In the same way, when a cheque is presented 
for payment, he gives it to a clerk behind him, who enters it, 
and hands the notes to the cashier, who jiays out the gold 
and silver. When the ■ business is large, extra or super- 
numerary cashiers are appointed, who take the place of the 
regular cashiers when they are absent at dinner or otherwise, 
so that during the whole of the day all the cashiers’ desks 
are occupied. To relieve the counter, the payment of bills 
that have been presented in the morning and not paid, is 
usually received at a separate desk or office. All these are 
expedients that should be adopted when necessary, to save 
the time of the public. There are few things that try a 
man’s temper more thaif to be kept waiting a long time at a 
banker’s counter ; and he will be very apt to give vent to his 
impatience by quarrelling with the clerks, or reproaching the 
establishment. 

o 2 
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Another object is, to place near together those clerks 
whose duties will require them to have frequent communica- 
tion with each other. If this rale be not observed, the clerks 
will lose much time m the course of the day in passing from 
one part of the office to the other , and the work will not be 
so expeditiously performed. It is especially desirable tliat 
the ledger keepers should be placed close behind thq cashiers ; 
so that if a doubtful cheque be presented for payment, the 
cashier may be able to show it to the ledgei keeper, and be 
informed if he may pay it, without being observed by the 
party presenting it. 

Another point is, to place the desk of the chief or head 
clerk in such a position that he can see all over the office. 
" A master’s eye will do more work than both lus hands.” 
In this case, if the counter is crowded, the chief clerk will 
perceive it, and appoint additional clerks to assist the 
cashiers. If disputes take place between the clerks, or 
between the cashiers and the public, he will come forward 
and settle the matter before the dispute is carried to high 
words. He will observe, too, the customers who come fre- 
quently to the counter, and horn their transactions he will 
often draw conclusions respectmg their circumstances which 
will be serviceable to the bank. It is generally best that 
many of the clerks should be so placed as to look towards 
the counter. It has been said that this draws off their atten- 
tion from their work ; but we do not thmk this is generally 
the case, although it may occasionally relieve the irksome- 
ness of their duties. A dishonest person standing at the 
counter, and watching an opportumty of committing a rob- 
bery when the cashier is engaged, will be more likely to 
abstam from making the attempt when the eyes of other 
cleiks have a command of the counter. This arrangement 
will depend in some measure on the direction of the light. 
The clerks should not have their faces or their backs towards 
the window, but the hght should fall on them sideways. 
These matters may appear trifling, but they will not be 
deemed unimportant to those who are entrtisted with the 
practical administration of a^ office. It is only by attention 
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to minute tilings that the business of an office can he well 
conducted. 

II. The Selection and Appointment of Clerks 

When a bank is first formed, they sometimes advertise for 
clerks ; but this is usually for clerks of a higher rank, who 
have had some experience m the business of banking. When 
a bank is established, it has seldom occasion for new clerks 
of tliis class. A vacancy in one of the higher departments is 
filled up by the next clerk m rank, and so on in order, and 
the new clerk comes in as a junior. Ajiplications for this 
post are usually so numerous that the only difficulty is m 
making the selection. Those recommended by parties known 
to the bank, as customers or shareholders, usually 'have the 
first claim In some banks the nommation of the junior 
clerks is regarded as a portion of the patronage of the chrec- 
tois, upon the understanding, however, that they nominate 
none but such as are properly ^qualified, and who shall prove 
their fitness to the satisfaction of a committee of directors. 

In making inquiries into the qualifications of applicants, it 
IS necessary to ascertain in the first place them age. In 
London the age at which clerks are admitted into a bank is 
usually about nineteen. As their first duty is to collect pay- 
ment of bills, it is necessary they should have arrived at a 
sufficient degree of strength to be able to make some resist- . 
ance were an attempt to be made to rob them of their bill- 
case ; and also that they should have arrived at an age 
to be conscious of the responsibility of their office. In the 
country parts of England, and m Scotland, clerks are taken 
at an earlier age ; but the duties are different horn those 
discharged by the same class in London. 

Another consideration is the class of society fiom which 
clerks are taken. Candidates for the office of bank clerics 
are usually the sons of the middle class of tradesmen, or of 
piofessional men, as clergymen, officers in the army or navy, 
or persons in the service of Government. During the last 
war, bankers’ clerks were generally the sons of tradesmen, as 
the sons of gentlemen could usually find employment under 
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Goveniinent. But now that places tinder the Government 
aie not so easily obtained, members of what are called re- 
spectable families are found among the candidates for admis- 
sion into the service of banks. Each class has some advan- 
tages. The sons of gentlemen have generally a better 
liteiary education, and have usually a more courteous ad- 
dress. On the other hand, they have no notion of business, 
and no business habits. They have been accustomed to go 
a-huntmg and a-fishing with the sons of men of large pro- 
perty, and they look upon banking business as a drudgery to 
which they submit from necessity, but winch is much be- 
neath the destiny to which they think they are entitled. On 
the other hand, the sons of tradesmen have been accustomed 
to notions of business from the oi dinary conversation of their 
fathers’ fireside ; they know they must get their own living ; 
they look upon their admission into a bank as a lucky event, 
and, consequently, apply themselves to their duties with 
heariiness and cordiality. 

Another inquiry of those who are candidates for admission 
into a bank is, How they have been employed ? Lads just 
come from school qf coui’se know nothing of the business of a 
bank, and, if taken at all, they should be taken upon trial for 
three or six months, so that their qualifications may be dis- 
covered before they are permanently appointed. Those who 
-have been two or three years m a merchant’s counting-house 
are generally found to be the most efBcient. But to have 
been in the office of a stock-broker or a solicitor, or to have 
studied for one of the learned professions, is no recommenda- 
tion. Clerks from country banks, and especially those from 
the banks of Scotland, when introduced into London banks, 
are at first usually considered to be slow. 

It is also proper to inquire into the parentage of the candi- 
date. For although honesty and dishonesty do not run in 
the blood, yet it is probable that religious and virtuous 
parents have given their children a religious and virtuous 
education; and a youth who has been accustomed to see 
examples of excellence at home, will be the most likely to 
exhibit those excellences in his own conduct. A high degree 
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of moral principle is in itseK a necessary qualification in a 
post of trust and responsibility, and it is usually associated 
witli a cultivated and improved state of tbe mtellectual facul- 
ties — “If there be in the character not only sense and 
soundness, but virtue of a high order, then, however little 
appearance there may be of talent, a certain portion of 
wisdom may be relied upon almost implicitly. For the cor- 
respondencies of wisdom and goodness are manifold, and that 
they will accompany each other may be inferred, not only 
because men’s wisdom makes them good, but also because 
their goodness makes them wise. Although, therefore, simjile 
goodness does not imply every sort of wisdom, it unerringly 
implies some essential conditions of wisdom; it implies a 
negative on folly, and an exeicised judgment, within such 
limits as Nature shall have prescribed to the capacity.” * 

Testimonials are to be received with caution. Young men 
who come to London m search of a place, often bring with 
them a host of testimonials, which they expect wiU place 
them at the head of any list of candidates. When upon 
other grounds there is an intention of engaging the applicant, 
these letters of recommendation may sometimes be read. 
It may be useful to observe by whom the testimonials are 
given, and whether those persons have had opportunities of 
judging of the adaptation of the party for the office he seeks. 
It may also be noticed what qualities are, and more particu- 
larly what qualities are Twt, ascribed to the apphcant. It 
has been said that when a lady is piaised for being “ amiable 
and accomplished,” it may be inferred that she is neither 
young nor handsome. So if a testimonial speaks highly of a 
young man’s “industry and integrity,” it may generally be 
inferred that he does not possess much talent. It is true that 
these qualities are of more importance than talent. But while 
they are more important, they are also more common. And 
if a young man possesses any kind of mteUectual superiority, 
the lact will certainly not be omitted m his testimonial. 

III. The distribution of the duties of the various clerks is 

* Tayloi’b ‘ Statesman.’ 
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a matter of no small importance. Experience is tlie only- 
efficient guide in making such arrangements. We may, 
nevertheless, lay down a few general prmciples. The great 
division of the business of a bank office is into the cashiers’ 
department and the accountants’ department. In London 
banks there is a third — ^the tellers’, or out-door department. 
In the distribution of duties, it is desirable that the account- 
ants’ department should be a check upon the other depart- 
ments. The cashiers must not have the control of the books, 
nor the accountants the care of the cash. The accountants’ 
books should show what amount of cash is in the hands of the 
cashieis ; and it is the business of the cashiers to show that 
they have that amount of cash which corresponds with the 
accountants’ books. If the same officer has the care of the 
cash and the command of the books, he may abstract a por- 
tion of the cash, and alter the books to make them cor- 
lespond It is further desirable, in large establishments, 
that two books which act as a check upon one another, 
should not be kept by the same » clerk. While it is not 
proper to indulge a spirit of suspicion in regard to individuals, 
it IS advisable that the duties of a bank office should be so 
distributed that the intromissions of any one clerk, either by 
the abstraction of cash or the falsification of the books, 
should be liable to immediate detection by the entries in 
some book kept by another clerk. For the same reason, it is 
proper that any document issued to the public (such as 
deposit receipts, drafts on London, &c.) should be signed by 
tvo officers, of whom one should belong to the cash, and the 
other to the accountants’ depai-tment. There ought to be a 
complete division of labour m a bank. Every clerk should 
have fixed duties to perform, and every duty, however unim- 
poitant, should be assigned to some particular clerk. If 
anything is neglected, there should be no doubt as to who 
is to blame. No one should be able to say, “It was not 
my business; it was yours.” Nor ought any duties to be 
assigned in common to two or three clerks, to be performed 
by them as each may find time. In this case, each will do 
as little as he can, and nothmg will be done well. If any 
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dispute arises among tlie clerks as to tke due division of 
tlieir labours, a reference should be made to tbe chief clerk, 
who will give to each man his work, and hold him responsible 
for its proper performance. 

IV. The Amount of their Salaries. 

According to Adam Smith, the wages of labour are regu- 
lated by the following circumstances — 1 The agreeableness 
or disagreeableness of the employments themselves 2. The 
easiness and cheapness^ or the difficulty and expense of learn- 
ing them. 3 The constancy or inconstancy of employment 
in them. 4. The small or great trust which must be reposed 
in those who exercise them. 5. The probability or impio- 
bability of success in them. 

Mr. Mill makes the following observations with regard to 
the salaries of clerks : — 

“ A clerk from whom nothmg is required hut the mechamcal labour 
of copying, gams more than an eqxuvalcnt for his mere exertion if he 
receives the wages of a bricklayer’s labouier His work is not a tenth 
liait as hard, it is quite as easy to learn, and his condition is less pre- 
carious, a clerk’s place bemg generally a place for hfe The higher rate 
of his remuneration, therefore, must be partly ascribed to monopoly, 
the small degree of education roquned bemg not even yet so generally 
diffused as to call forth the natuial number of competitors, and partly to 
the lemammg influences of an ancient custom, winch requires that cleiks 
should mamtam the dress and appearance of a moie highly paid class 

“ It IS usual to pay greatly beyond the market price of their labour 
all persons m whom the employer wishes to place pecuhar trust, or 
from whom he reqimes somethmg besides their mere services For 
example, most persons who can afford it pay to their domestic servants 
higher wages than would purchase in the market the labour of persons 
fully as competent to the work required They do Ihis, not fiom mere 
ostentation, but from reasonable motives — because they desire that those 
they employ should serve them cheerfully, and be anxious to lemam in 
their service — because they do not hke to drive a hard bargain with 
people whom they are m constant mtercomse with — and because they 
dislike to have near their persons, and contmually m then sight, people 
with the appearance and habits which are the usual accompaniments of 
a moan remuneration Similar feelings operate m the mmds of men in 
business with respect to then cleiks 

‘Pimciplosof Political Economy,’ by Jolin Stuart Mill, vol i pp 461 — 475 
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Theie would be considerable difficulty in applying the 
rules laid down by political economists with regard to the 
wages of labour to tbe case of bank clerks. A banker does 
not hire a clerk because he is the cheapest man he can get, 
nor does he dismiss him as soon as he can get another man 
to do the same woik at a lower price. He would not find it 
his interest to do this ; for his work is of a peculiar kind, 
liis clerks must have a certain degree of education and of 
manner, and be taken fi-om a certain class in society. They 
are not allov^ed to engage in any other employment. They 
have to maintain a respectable appearance. They must be 
qualified not merely for the lowest post in the bank, but 
must be piepaied to take higher posts should vacancies 
occur. And m every post they are entrusted with a large 
amount of propeity, and upon their integrity and prudence 
much reliance must at all times be placed. All these cir- 
cumstances serve to show that, in fixing the amount of their 
salaries, the banker should be anxious to err (if he errs at 
all) on the side of libeiality. 

He ought also to take into consideration the effect wliich 
the amount of salary produces on the mind and condition of 
the paity receiving it. If an advance of salary quickens the 
attention or the zeal, or strengthens the fidelity of a party, or 
induces him to cultivate those talents which add to his effi- 
ciency — or if it enables liim to move in a higher class of 
society, and gives him a station and an influence which 
enable him to be useful to the bank — ^then is such advance 
of salary — ^though entered in the books under the item of 
expenditiue — an outlay of capital which is repaid to the 
banker with interest in the effect it produces — an outlay that 
becomes probably one of the most profitable of his investments.* 

We have gieat pleastire in tianscribing the follo-wing letter from Mi 
Samuel Joues Loyd ^ It was addiessed to the chief clcik of his Loudon bank 
Wo abstain from all eulogium, as the letter will speak foi itself — 

“ Dear Mb Kikby, 

“ The enclosed draft for 1,000Z. I lequest you will place to tho credit of 
tho ‘ Okiks’ Cliiistmas Ifuud ’ At the close of the fiist yeai since my accession 


^ Now Loid Oveistonc 
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In all banks the junior clerks have lower salaries than tbe 
senior cleiks. In Scotland, a clerk usually serves an ap- 
prenticeship of tliiee years, duiing which he receives but a 
small salary. This plan has been introduced into some of 
our country banks. In London it does not exist. In the 
piivate banks, a junior clerk usually commences with 60/, 
a-year, and a portion of the Ohnstmas money. In the jomt- 
stock banks, where no Christmas money is allowed, the com- 
mencing salary is usually 80/ But the rules of advance are 
various, and, indeed, must be so, depending as they do upon 
the prosperity of the banks, and other contingent circum- 
stances. One bank may assign a certain fixed annual in- 
crease to each clerk, whether he advance in rank or not. In 
this case, his salary will be regulated entirely by the number 
of his years of service. Another bank may have a fixed 
salary for each post, and a clerk has no increase of salary 
except when he takes a step in ranlr. Another bank may 
adopt a scale of salaries combining the principles of the other 
two. For instance, every post in the bank may have a fixed 
minimum salary. But each clerk holding a post for a certain 
period (say for five years) has an annual advance for that 
period. Then he stops, and receives no farther advance 
until ' he is promoted to the next post, where again he be- 
comes entitled to the annual advances belonging to that post. 
We give no opinion as to the respective merit of these plans. 
But there is one principle we would enforce — ^that the salaries 


to tlie head of this concern, I am desirons of offering to those through whoso 
assistance I have been enabled to bimg it to a satisfactory conclusion some sub- 
stantial proof of my sense of their services, and of the interest which I feel in all 
that concerns their comfoit and happiness The year now closing has been 
inaiked by some ciicuiBStauces of an accidental and tempoiaiy char actei, which 
have tended to throw an unusual degree of labour and tiouble on the clerical 
department of the office Of the leadine&s with which this difficulty has been 
mot and ovoicome I am veiy sensible, and foi this, as well as toi the unifoim 
zeal and mtegiity with which the geneial duties of the office aie dischaiged, I 
beg that the cleiks will accept my grateful acknowledgment, and that you and 
they will believe me to be the faithful fiiend of you all 

(Signed) “ S, J, Loyd 


“ Lothhu) tj, Dec 1845.” 
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of the cleiks should be regulated by the prosperity of the 
bank. If the bank is prosperous, the clerks ought to share 
m its prosperity ; and if the bank is unfoitunate, the clerks 
must consent to share in its lU fortune. But, under any 
circumstances, a scale of salaries is desirable. It prevents 
caprice on the part of the bank, and jealousy bn the part of 
the clerks. The amount of salary in each case should be 
fixed by rule, and not by favour. 

With reference to this subject we quote from Mr. Taylor’s 
work, entitled ‘ The Statesman ’ — a work which he states to 
have been the result of twelve years’ official experience : — 

“ It IS often said, that m order to get efficient service good pay must 
bo offered But this is not true, as applied to first appointments of 
young men On the contrary, it will often happen that the largeness of 
the temptation, by brmgmg mto activity the most powerful interests 
through which abuses of patronage are engendered, will lead to the 
appointment of a worse man than would have been obtamed by a smaller 
offer On the other hand, though men of promise arc to be had cheap, 
whilst they aie yoimg and their value is httle known to themselves or 
others, they cannot, when this is no longer their condition, be kept for a 
small consideration, or at least kept contented But a reasonable degree 
of contentment is of essential importance where the understanding is the 
workman There is no position so strong as that of a man who stands 
upon his head ; and if he be not induced to the activity of just tlm-ilring 
and clear reasonmg, he will hardly be coerced to it Upon the whole, 
therefore, I would say, that what is most conducive to good appomt- 
ments m the first instoce, and thenceforward to deriving benefit from 
them, IS to offer small remuneration to the begmner, with successive 
expectancies proportioned to the merits which he shall mamfest, and of 
such mcreasmg amount as shall be calculated to keep easy, through the 
progressive wants of smgle and mairied life, the mmd of a prudent 
man Upon such a system, if tmfit men belonging to influential fami- 
lies shall make good an entrance mto the service, they will be moie 
easily got rid of , since, findmg that they have got but little m hand, and 
haYe but httle more to look to, they will hardly be desirous to continne 
m a career m which they must expect to see their compctitois shoot 
ahead of them.” 

Securities . — In all banks the clerks give sureties for their 
integrity — usually two, of 500?. each; and m some banks 
these amounts are increased on accession to higher offices. 
Of late years societies have been formed, both in England 
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and Scotland, for the purpose of giving, on the part of clerks 
and others, the amount of security required. These societies 
allege that — 

"Snietiship by piivate bondsmen is attended with various mcon- 
vemences and objections , instances bave constantly occuired in wbicb 
persons of tbe fcigbest respectability have been obliged to forego valu- 
able appointments, from either the great difficulty of obtaining security, 
or a repugnance to place their relatives or friends and themselves under 
the obligations mvolved therem The society undertakes, on the annual 
payment of a small sum, to make good m ease of default by fraud or 
dishonesty any losses winch may be sustamed to an amount specifically 
agreed upon, and by such means obviates the necessity for private sure- 
ties, as well as the obhgations arismg therefrom, which often pi ove as 
piejudicial to the best interests of employers as to the party seekmg 
guarantee ” 

" The association offers to the public the following advantages — 

“ To the employed — It obviates the difficulty of obtaimng the requi- 
site securities for personal mtegrity, which has often placed an msuper- 
ablo bariier in the way of many persons of the highest character and 
ability, it affords facilities to those in puismt of employment, and relief 
from the embarrassment attendant upon askmg, with the uncertainty of 
obtammg, private suretiship, and removes that weight of obligation 
and discomfort which such engagements necessarily impose 
“ To the employer — The ample capital of the association, with the 
IDOwer and supervision lodged m the Board of Trade, renders the policy 
of the company much more valuable than that of any individual, mas- 
much as it IS not hable either to doubt or depreciation In large esta- 
bhshments, both public and private, where the securities are numerous, 
and the sureties often resident m many different parts of the country, 
and known only by repute, it becomes nearly impossible to watch over 
their continued existence and solvency, and cases of default have fre- 
quently occurred when, upon mvestigation, it has been found that all 
the sureties have been dead for many years ” 

“ The rates are from lOs per centum per annum and upwards (accord- 
mg to the nature of the employment), on the amount of security required 
'"No charge is made for stamp duty except m special cases ; the usual 
legal expenses of surety bonds will therefore be entirely avoided by 
persons.who entei on their respective duties under the guarantee of this 
society 

“A reduction is made m the premium on the sixth annual payment ” 
The Loids of the Treasury, and a gieat many banking 
companies, have accepted the guarantee of these societies. 

In the year 1841 the Bank of England took measures for 
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discontinuing tlie system, of requiring sureties from tlie clerks. 
Every clerk subscribed annually two sbillmgs per cent, upon 
tbe amount of liis surety-bond. Wben be bad subscribed in 
tbe course of five years (or immediately if be cbose), ten 
shillings per cent., tbe liabibty of bis sureties ceased. Every 
new- clerk subscribes, wben admitted, ten sbillmf s per cent, on 
tbe amount of tbe bond be would otherwise give. These 
contributions are invested in tbe Three per Cent. Beduced, 
or Consols. This fund is fixed at 6,000/. stock. Wben at 
this amount, tbe interest is given to tbe “ Clerks’ Widows’ 
Eund,” a fund estabbsbed by tbe clerks, with tbe assistance 
and support of tbe bank. Wben tbe claims have reduced the 
guarantee fund below 6,000/. tbe interest goes to this fund 
until it has increased to this amount. If tbe claims reduce 
tbe fund so low as 4,700/. then tbe clerks are required to 
make a further contribution until the fund is again raised to 
6,000/. But this contribution is never more than two shil- 
lings per cent, per annum on tbe amount of tbeir respective 
bonds Nor can any claim be brought against tbe fund 
greater than tbe amount of tbe bond that would have been 
required from tbe defaulter. The clerks still give their per- 
sonal bonds, which are for the full amount of tbeir deficien- 
cies. This is an admirable plan for a large establishment. 
In adopting it tbe directors have shown a sound discretion, 
as it makes all the clerks interested in watching over one 
another. At tbe same time, they have manifested that kind- 
ness and goodwill which have, we believe, at all times dis- 
tinguished tbe Directors of tbe Bank of England in tbeir 
conduct towaids then clerks. 

Mr. Thomson Hankey, wben Governor, delivered to tbe 
Banking Institute tbe following account of tbe working of 
this system : — 

"With regard to the guarantee system, it appeared to him that the 
prmciple adopted m the Bant of England m 1841, by his predecessor, 
was capable of extension, with great benefit to the clerks, to many of tlie 
other banlong institutions of the country The principle of that plan 
was, that a compulsory payment of 1/ aryeai for five years, or 6Z in one 
sum, was required from each clerk, on entering the establishment 
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These payments aecnmtilated tmtil they amotmted to a sum of 6,000/ , 
the mterest of •which was then to he applied to another purpose, for the 
benefit of the clerk , but in the meanwhile the fond was applicable to all 
losses at the bank, which, under ordinary circumstances, would fall 
upon the private sureties Every clerk, on entermg the estabhshment, 
was bound to give security to the amount of 1,000/. Well, he beheved 
the lowest premium the guarantee societies would take was 10s per 
cent , or 5/ for the 1,000/ , and this 5/ piemium had to be renewed 
every year Now, the amount of this 5/ premium horn each of the 
700 cleiks of the Bank of England would be 3,500/ a-yeai Well, 
smee the guaiantee fund to which he had alluded had been established 
in 1841, the total defalcations m the Bank of England had only amounted 
to about 1,600/ Now, if the 700 clerks had paid the 5/ Oryear each to 
the guarantee societies for the whole of that period, it would have raised 
nearly as much as 40,000/ , the whole of which would have gone mto 
the pockets of the guarantee societies, with the exception of the 1,500/ 
which would have been necessary to make good the defalcations Now, 
if 40,000/. had been paid m premiums, and 1,500/ had been the loss, it 
would require very little aigument fiom himto show that the guarantee 
societies would have been very great gamers, at the expense of tlio 
clerks ” 

V. The System of Promotion. 

It need hardly be observed that some loosts in a bank are 
more important than others, and it is always desirable that 
the most clever men should occupy the most important posts. 
This object is desirable, bnt how is it to be attained ’ 

The three main divisions of employment m a London bank 
are — the cashiers’ department — the accountants’ depaitment 
— and the tellers’, or ont-door department. All the clerks 
enter in the first instance in the tellers’ department, and their 
first duties comprise the collection of the payment of bills. 
The senior tellers are occnpiecl within doors in various duties 
connected with the out-door operations. Prom this depait- 
ment, as vacancies occur, the clerks are promoted to higher 
posts in either the cashiera’ or the accountants’ depart- 
ment.* 

* It IS of course lu large banks, -wbeie there is necessaiilya great subdivision 
of labour, that these three departments exist in a sepaiate form. In smallei 
banks, thougb the duties are the same, yet one cleik may, in one day, perfoim 
duties belonging to each of the thiee depaitments. 
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The OasMers’ Department . — Tlie casliiers of a bank stand 
at tbe counter, and attend to the public. These officeis, in 
Scotland, are called tellers ; but in Scotland their duties are 
less important, as tellers pay no cheques until they have been 
marked by the accountant, who is their superior officer. We 
should form a veiy inadequate idea of a cashier in a London 
bank if we considered him only as a mere counter of money. 
Quickness in counting money is indeed one very necessary 
qualification. But besides this he should have such a mental 
organization that he can recollect the general average of each 
customer’s balance, so as to be able to pay their cheques 
without a too frequent reference to the ledger-keeper. He 
should also possess a quickness of eye in detecting forged 
signatures — a self-possession, so as to be cool and collected 
when the counter is thronged with people — a command of 
temper, so as not to be irritated by undeserved reproach — 
and not only a general courtesy of manner towards the 
public, but a pecuhar urbanity towards the customers of tlie 
bank, with a readiness and an anxiety to piomote their con- 
venience in any matter on which they may require informa- 
tion or advice. In fact, it may justly be said, that there is 
no class of clerks on which the reputation of a bank with the 
public so much depends as on the cashiers. And hence, in 
London banks, those clerks who aie deemed the quickest, the 
most able, and the most gentlemanly, are usually promoted 
to this ofiBce. 

The Aceountants’ Department refers to the keeping pf the 
books and the accounts. The mam qualifications for the 
clerks in this department are — good handwriting, accuracy in 
figures, and method in the arrangement of their work. Slow- 
ness IS no positive disqualification, provided it be associated, 
as it often is, with application and perseverance. An ac- 
countant IS not compelled to do any given quantity of work 
within a given time. By a proper arrangement of his duties 
he can usually contrive to keep himself pretty equally em- 
ployed during the whole of the day, and on busy occasions he 
can perform what lemains in the evening, after the hours of 
public business. A steady perseveiance is of the first import- 
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ance. But we must distingmsli between tliose qualities 
required in the clerks of the accountants’ department, and 
those required in the accountant himself. 

The chief accountant in a bank is not a mere book-keeper. 
It is one tlung to keep a set of books previously prepared and 
arranged, and another to frame a set of books, or a new 
system of book-keeping, adapted for any operation that is 
proposed to be carried on. In the latter case, mental powers 
are required that are by no means common. And even where 
a system is established, the chief accountant of a bank will 
often have occasion to consider the best way of passing certain 
transactions through the books — of framing abstracts of 
operations which the books may not immediately supply — 
of making difiScult calculations, and of examining lengthy 
and complicated accounts, and exhibiting them with clearness 
and brevity. A good system of book-keepmg, and a clear- 
headed accountant, would have prevented many a bank from 
stopping payment. 

From this statement of the qualifications of cashiers and 
accountants, it will appear that most clerks will be more 
fitted for one office than the other, and it is desirable that 
each clerk should be placed m the department for which he 
is best adapted. Where there is no pecuhar adajitation, and 
where there is no marked difference among the clerks, the 
promotion should go according to semority — not seniority in 
regard to age, but seniority according to the time they have 
been in the bank. But it will often happen, not only in the 
first, but also m subsequent steps of advancement, that the 
clerk who is entitled to a vacant post by length of service, is 
not so well qualified for it as some of his juniors. But even 
in this case, the individual should not be passed over, if he 
can perform the duties with an average degree of efficiency. 
Should he, however, be wholly unqualified, or fall below 
mediocrity in his quahfications for the office, there should be 
no hesitation in piomoting over him some other clerk better 
adapted for the office. As, however, all such cases will give 
rise to some suspicion of favouritism, and as the party who is 
passed over is sure to think himself unfairly tieated, it is 

VOL, I. P 
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desirable that tbe clerk tbns promoted sbonld possess sucb a 
marked superiority over tbe other, that no doubt can exist of 
tbe justice and propriety of tbe arrangement. On tbis subject 
we again quote Mr. Taylor’s ^ Statesman — 

'‘The claims of pr<!fbiotioii are twofold — T’nst, merit; second, length 
of service. And the difiaenlties to he considered are those which arise 
when these claims clash that is, when the most meritorious oificer is 
not he who has served the longest And, having regard to the large 
puhhc interests and the deep mdividual concernments with which they 
deal, it may he stated broadly, as a general rule, that merit, oi m other 
words, mdustrious ahdity, should he the one essential consideration to 
he regarded m them promotion But the question then arises. Will the 
judge he always mcorruptihle and infalbhle*? And if not, how are 
mjustice, favouritism, and abusive promotion to he guarded against? 
The answer, as I conceive, is, that there can he no perfect protection 
against these evils; that the prmciple (like most other principles) 
resolves itself into a matter of degree , and that the protection will he 
adequate in the mam, if the rule of preferment by merit, as against 
semority, ho apphed only where there is a marked distinction of moiit 
Foi there are diveis secuiities, each of which may he more oi less leant 
upon, the aggiegate of which will aflfoid in the mam all hut a ceitam 
rehance, where the distmction of merit is marked If motives of 
favouritism he at work, the most able and useful officer will at all events 
have a fair chance of hemg the favour ite But if he labour tmder some 
defect (as unsighthness, ill manners, &o ) which, without impaumg his 
public utihty, tends to throw him out of favour, he will nevertheless 
have that hold upon the self-mteiest of his prmoipal, which he wants 
upon his goodwill Further, of this mtelleetual order of men, there 
will hardly ever he ten brought together, of whom one will not have a 
gen&rally-achnotvhdged superiority to the rest Even the vamties of men 
make them just as umpires , and he who cannot pretend to postpone 
nme others to himself, will not consent to postpone himself to any hut 
the best of the rune It wiU be found, then, that a man’s reputation 
amongst his fellows in an office will seldom fad to be accorchng to his 
deseits, and that where the superiority is maiked, the award of common 
repute wdl be both just and decisive , and being so, it will rarely happen 
that the patron wdl he mduced by any motive of favoiuitism to brave 
the reproach of disregardmg it In short, it is the nature of mdustrious 
abdity, actmg through various methods and upon various motives, to 
vindicate its own claims under any system m which those claims are 
recogmsed , and the system which shall conform to this natural tendency, 
and he so framed as to legitimate the rismg of what is buoyant, will he 
fqund to work the best 

“ There is, however, a ceitaan modeiatmg hand to he apphed, even in 
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tlie proferment of merit. Except m lu’gent and peculiar cases, m cases 
of extreme necessity on the part of the seivice, or extiaordmary endow- 
ments— and character also — on that of the mdiYidnal, preferment should 
proceed, as Lord Bacon teaches, ‘f&r gradus, non per sattus ’ Eor, besides 
the ordinary eyils attendant upon sudden ele-yations, it should be 
observed that the hope, and not the fact, of advancement is the spm- to 
mdiistry, and that by a large dispensation of reward at once, which 
cannot be followed by hke rewards m future, the patron sinlcs his 
capital and forestalls that revenue of reward which should furmsh him 
with resources of inducement through successive years. Moreover, if a 
ma.n be advanced largely at once, there will not only be little room left 
for his fuither promotion, but that httle room will seem less when 
measuied upon the scale to which his ambition will now expand itself, 
foi he who has advanced by a stride, will not be content to advance 
fterwards by steps ” 

VI. The Eules of Discipline. 

As the discipline of the office must depend very much upon 
the chief clerk, a description of his duties will describe many 
of the duties of the other clerks. 

The office of chief clerk reqmres qualifications of no 
ordinary kind. It need hardly be said tliat he should possess 
a thorough knowledge of the business of the office. He ought 
also to possess certain moral qualifications, such as a command 
of temper, a love of order and regularity, a rigid adherence 
to discipline, accompanied by kindness of disposition and of 
manners towards his colleagues, a gentlemanly and courteous 
demeanour, and, above all, he will be expected to exemplify 
in his own conduct those precepts it may become his duty to 
inculcate upon others. 

The following are the principal duties of a chief clerk • — 

1^0 see that the clerks come at proper time in the morning, 
are not absent unnecessarily during the day, and that they do 
not leave the bank at night until they have finished their 
^ork, — To see, by occasional inspection, that all the books of 
the office are kept m a proper manner, and where he finds 
this not to be the case, to give such mstructions and admoni- 
tions as the circumstances may require. — ^To see that during 
the day the counter is properly appomted, and that no delay 
takes place in attending to the wants of the imblic. For this 
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purpose it is desirable that his desk should be so placed as to 
command a view of the counter. — To see, by occasional in- 
spection, that the customers’ books are written up in a proper 
manner, and in case of complaint he will personally investi- 
gate the matter, and explain it to the customer. — To see, 
early in the morning, that the balance was correct on the 
preceding night, and when otherwise, he will himself attend 
on the second or third evening, and direct that proper means 
be employed to discover the difiference. — To count, at such 
times as may be deemed proper, the money of the several 
cashiers, and when necessary to report thereon to the Banker. 
—To see that all the officers of the bank conduct themselves 
towards each other and the public m a couiteous and gentle- 
manly manner, and to maintain throughout the office a 
proper state of discipline and subordmation. — To take charge 
of the stationery and other matters used in the office, and to 
prevent any loss or waste of any portion of the property of 
the bank. 

Besides the points of discipline hinted at in the above 
description, there are others that may require more particular 
notice, as 

Punctuality of Attendance . — To insure * punctuality of 
attendance in the morning, some banks adopt the practice 
of keeping a book, in which every clerk writes his name on 
his arrival, and when the time has expired, a Hne is drawn, 
which shows who has arrived in time and who has arrived 
late. 

Punctuality of attendance is an index of character. It 
may fairly be inferred that those who are the most punctual 
in the morning will be most attentive to their duties during 
the day, that they have formed the most regular habits, and 
are, consequently, the most deserving of promotion. Those, 
too, who are the* most punctual are the most deserving of 
occasional holidays. They who are habitually late must be 
regarded as having chosen to take then holidays by piece- 
meal each day, and they can, therefore, have no claim to 
other holidays besides. In all applications for promotion or 
leave of absence, it is deserving of inquiry, whether the party 
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is usually punctual in Lis attendance. With regard to 
absence from illness, it cannot be supposed for a moment 
that any clerk would pretend to be ill when he is not so, in 
order to have an excuse for absenting himself from the bank. 
An act of tins kind would show such a want of personal 
honour as should be a disqualification for holding any office in 
a bank. 

“ Few things occasion more dissatisfaction and annoyance 
to the superiors in a bank than the absence of clerks on 
every slight attack of illness. Unless a clerk feels himself 
quite unable to perform his duties, it is very injudicious for 
him to absent himself It interferes with his promotion, for 
his superiors will be reluctant to advance him to any post 
where his absence would be more inconvement than wlnle he 
is engaged in an inferior situation. In addition to this, the 
superior in the office may attribute the attack of ‘ bile ’ or 
‘ indigestion ’ to the indulgence of a convivial taste, which it 
will be well for a clerk to avoid obtaming a character for. 
And, under any circumstances, a man who continues at his 
post as long as he is able, will stand much higher in the 
estimation of those with whom he is engaged than he who 
forsakes his duties on every trivial occasion.”* 

A clerk should take care of his own health. We think it 
is better for him to stand than to sit at his work. His desk 
should be raised to such a height that he can do this without 
stooping. He should at all times avoid pressing his chest 
against the edge of the desk, as that may produce serious 
complaints. The post most friendly to health is that of 
cashier. He is generally standing , lus attention and mental 
faculties are in more constant activity, and he is obliged to 
talk, which is useful to the lungs. It may be doubted 
whether the exercise of the intellectual faculties, when not 
carried to excess nor attended with anxiety, is ever injurious 
to health. Those mental operations which are connected 
with the office of a bank clerk are in themselves beneficial. 
It IS the confinement, the impure air, and the keeping of the 

* ‘ The Bankoi’s Clerk,’ p 151, an excellent little -woik, published as one of 
the senes in the ‘ Guide to Service,’ by Mr Ohailes Knight. 
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body too long in one posture that affects the health. Hence 
clerks should live at a distance from the bank, and walk to 
and fro. If they reside at the bank, they should take 
exercise in the open air, either in the morning or the 
evening. When the weather is bad, they can walk up and 
down the room, with the windows open. Any kind of amuse- 
ment that should throw the body into a variety of attitudes, 
would be useful. Singing is fiiendly to health, if not carried 
to excess, nor practised in confined or crowded apartments- 
Boatmg, in moderation, is serviceable. Gardening is highly 
beneficial. A clerk who wishes to enjoy good health should 
never keep late hours, nor get into debt, nor gamble in the 
funds. He should also have a hobby, that is, some kind of 
fixed amusement to employ his time when absent from the 
bank, ia order to change the current of his thoughts, and to 
counteract those evils that sometimes arise from a monotony 
of occupation If this hobby should be of a land to be 
useful or instructive as well as recreative, all the better. 
The gieat disease against which he should guard is con- 
sumption. He will be more subject to this in youth than 
in more advanced age. And it has been remarked that 
healthy young men, fresh from the country, when appointed 
clerks, have become more susceptible of consumption than 
less robust persons who have been seasoned by a residence m 
London. 

The Bank of England have a medical gentleman who 
attends at the bank one hour every day. He is employed by 
the directors upon matters connected with the health of then- 
clerks. Every clerk, when appointed, is examined, to 
ascertain that he is in good health. If he applies for leave 
of absence on the ground of ill-health, he undergoes a 
medical examination. If absent fr-om illness, he is visited by 
the bank surgeon, who reports to the directors upon the 
nature of his complaint, and ite probable duration. If a 
clerk complains that his employment is injurious to his 
health, he is examined, and in some cases his employment is 
changed. If he applies for a pension on account of age or 
illness, he is also examined. In each of these cases a formal 
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medical report is diawn up, and laid before tlie directors. 
The present surgeon is Mr, Alfred Smee, F.R.S. It is not 
his duty to prescribe for the clerks ; but in the case of the 
porters or messengers, he acts as their medical attendant, 
and IS paid by the bank. 

It is worthy of inqimy, whether this excellent arrangement 
might not be extended, and adopted by other banking institu- 
tions. Why should not every large company give a fixed 
salary to a medical man to attend to the health of all then- 
clerks ? This would often be useful in preventing illness, or 
ui checking its first appi caches. It would thus preclude, in 
some cases, those inconveniences which are now felt through 
the absence of sick clerks ; while it would be a boon to the 
establishment, and save them what, m some m stances, must 
be a heavy item of expense. 

Bolidayg , — ^It is desnable, on several accounts, that all the 
officers of a bank, and especially those who are entrusted 
with cash or other property, should once a year have leave 
of absence for at least a week or a fortnight. This should 
not even be optional — ^it ought to be a fixed rule with which 
they should be expected to comply. These absences should 
be arranged to take place at those seasons of the year when 
they will be of the least inconvemence to the busmess of the 
bank. These holidays ought to be readily granted on the 
gromid of kmdness and humanity , but where these feelmgs 
do not exist, motives of self-mterest alone would prompt a 
ready acquiescence in such applications. In the first place, 
a great mconvenience is often experienced in large establish- 
ments from the illness of the clerks when they are denied 
proper seasons of relaxation. In this case, the loss of time 
from dl-health is greater than that which would be occasioned 
by holidays. A sick clerk, even when he attends to his 
duties, IS neither so quick, nor so correct, nor can he get 
through so much work, as a clerk who, by proper recreation, 
has been kept in perfect health. These occasional holidays 
tend very much to improve the efficiency of an office. When 
a cleik IS absent, the next in semority takes his place ; and 
when all the clerks have been absent in turn, every duty in 
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tlie baiik becomes perfectly familiar to at least two persons, 
BO that in. the case of those absences which arise from nn- 
avoidable causes, little inconvenience comparatively is felt. 
But while the bank is thus rendered independent of any one 
individual, it must not be supposed that the absence of a 
clerk lessens the importance attached to his services. When 
a clerk is really efficient, an occasional absence renders his 
value more apparent, and increases the estimate formed of 
his character; while the indulgence he has received will 
stimulate his energies and increase his desire to render 
himself more than ever useful to his principals. 

Another advantage to a banking establishment from the 
absence of their clerks is, that it furnishes an additional 
guarantee for their honesty. We have known instances of 
frauds being carried on for several years by clerks who were 
constant in their attendance, while a single clay’s absence 
would necessarily have led to a detection of their dishonesty. 
When a clerk takes his holidays, all the property under his 
care is given over into other hands; and the knowledge 
that he will be called upon to do tliis periodically, may deter 
him in the first instance from commencing a career which 
must be thus necessarily exposed 

The following is stated in a City Article of the Times to 
be the arrangement of the Bank of England on this subject : — 

"It IS not generally known that the Bank of England have recently 
entered mto an arrangement hy which all the persons on the establish- 
ment are allowed leave of absence once every year, the hohday varying 
in length according to the length of service To carry ont this plan, 
the whole nnmher of persons is divided mto four poitions, and each of 
these four portions takes the vacation m one of the four periods of the 
year that follow the payment of the dividends, and precede the shutting, 
these bemg the peiiods m which the least business is done So complete 
is the system, that the parties who take their hohday m the sprmg 
quarter one year, take it in the summer quarter m the year followmg 
and so on through aU the fom, that one may not have an unfair advan- 
tage over the other. The shortest hohday, we understand, is about 
nme days, and the longest about three weeks ” 

Gustomers' Boohs . — ^It should be a great object with the 
chief clerk to see that the customers’ hooks are written up 
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correctly and neatly, in a good handwriting, and free from 
blots or erasures These are the only books that go ont of 
the bank, and therefore they are the chief means by which 
the customers can judge as to the manner in which the 
business of the oflSce is conducted. It is not advisable that 
the writing up of these books should be left to the junior 
clerks. They should be placed in the hands of clerks of 
some standing. The same book should always be written up 
by the same clerk ; and when it can be so managed, the 
credit and debit side should both be in the same liand^writing. 
One of the best writers in the office should be appointed to 
this post, and his salary should be propoitionate to its im- 
portance. 

It IS the practice of all bankers to let the customers’ 
book be a copy of the ledger with the sides reversed. Thus 
the Cl edit side of the ledger is the debit side of the customers’ 
book. The reason assigned for this is, that the ledger is the 
banker’s account against his customer, and the book is the 
customer’s account against the banker. Hence the customer, 
when he looks at his book, has at his left hand the sums 
with which he has debited his banker, and at his light the 
sums which are to the banker’s ciedit. 

GasMer's Bejieieneies . — It cannot be expected that a cashier 
can receive and pay away money for a whole year, and yet 
never make any mistakes. Some deficiencies will be sure to 
arise. Each cashier is considered liable to make good his 
own loss. But, to meet these deficiencies, some banks allow 
to each cashier a certain sum — say 20Z. or 302. per annum — 
which is called risk-money. Others pay such deficiencies as 
may arise during the year, giving an admonition to any 
cashier whose deficiencies are usually large. Superior 
accuracy in this respect is also considered as one test of 
superior merit, and therefore as forming one claim to pro- 
motion. When a cashier takes his holidays, he delivers 
up his cash to the chief clerk, who counts it, and sees that it 
is correct, and then delivers it to the clerk who is to act for 
the cashiei, who signs an acknowledgment in the money- 
book that he has received the right amount. The cashier, on 
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Ills return, will make a similar entry. It is said to be the 
practice in some establisbments for the chief clerk to count 
the cash of all the cashiers ewery Saturday night But when, 
from the extent of the business, this cannot be done, he 
counts the cash of each cashier individually, at such times as 
may be most convenient to himself, giving the cashier no 
previous notice of his mtention to do so. He immediately 
reports to the banker any deficiency he may discover. In all 
banks it is understood that the cashier is not allowed to apply 
any part of the bank money, even temporarily, to his private 
use, nor to lend any sum, however small, to the other clerks, 
upon their I.O.IJ.s, or other engagement. Any violation of 
this rule, though with no fraudulent intention, is considered 
a sufficient ground for instant dismissal 

Qamhling in the Funds, or in Shares . — Some banks make 
it a rule to dismiss any clerk that is found to be engaged in 
transactions of this kind. The evil effects of such practices 
are very great. Speculative engagements will necessarily 
distract their minds, and draw their attention from their 
official duties. If unfortunate, them peisonal comforts may 
be diminished : they may incur debts that will require years 
of saving to liquidate, or they may be tempted to actions 
which would rum themselves and disgrace their families. 

Vn. The Training of Clerks for higher Offices. 

Whatever natural talents a young man may have when 
he enters a bank, he cannot be expected to perform Ins 
duties well until he has been instructed. There is a good 
way and a bad way, a quick way and a slow way, of per- 
forming even the most simple operation Incorrect or 
slovenly habits, when once acquired, aie not easily abandoned. 
When, therefore, a young man enters a bank, he should be 
placed under the tuition of another clerk, well qualified to 
instruct him with regard to all his immediate duties. It is 
also desirable that the chief clerk should not have much 
manual labour, but should have leisuie to walk round the 
office — stand for a wffiile at the elbow of each clerk — obseive 
his pecuhar defects — and give such instructions as he may 



deem necessary or useful. The senior clerks, generally, 
should also be ready at all times cheeifuUy and courteously 
to give instruction to their juniors 

There are many ways of ascertaining the relative merits of 
a clerk. There is one obvious way ; that is, to inspect the 
books which he keeps. It can readily be seen if they are 
kept in a good and neat hand — if there are any blots or 
erasures — and if they indicate any great degree of careless- 
ness or otherwise. Qmckness is generally an evidence of 
cleverness. A clerk who can count notes very fast, or who 
can cast up a long column of figures very quickly, and yet 
accurately, is generally a clever man. Quickness of hand 
denotes quickness of head, and it will generally be found 
that these two kinds of quickness go together. We do not 
say that this mechanical quickness of head proves soundness 
of judgment, but neither does it prove the reverse. In a 
clerk it is a decided recommendation. 

Another test of the cleverness of a clerk is, the opinion 
formed of him by his feUow-clerks. When men associate 
together day after day for a number of years, both their 
excellencies and their defects become known to each other, 
and each man falls into the position to which his qualities 
entitle him. The opinion which any one clerk expresses of 
the relative merits of the other clerks will generally be 
correct, when his own interest is not concerned. The opinion 
he may express will, in fact, be the opinion of the office, 
formed not only on his own experience, but also on the 
experience of all the other clerks. 

The report of the chief clerk will generally express this 
united opinion of the office. But it is well for a banker to 
keep himself well acquainted, at all times, with the senti- 
ments generally entertamed by the chief clerk respecting 
the other clerks, and not ask his opinion merely when there 
is an opening for promotion. On these occasions feehngs of 
kindness, or the reverse, may induce a chief clerk to speak 
of the party in a somewhat different tone from that which he 
would employ at ordinary times. 

With a view to the proper training of clerks, it is desirable 
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that there should not be too many in proportion to the work. 
If the clerks are unemployed for any considerable portion of 
the day, their habits of attention, of industry, and of quick- 
ness, are impaired, so that they do less work even in those 
heurs in which they are occupied. The duties of each clerk 
should be sufEciently heavy to require a continuous applica- 
tion of the mind during the whole of the working hours. If 
a banker find that the clerks have time to read books or 
newspapers, or to carry on either gambols or quarrels among 
themselves, during the hom's of business, he may safely infer 
that he has too many hands. By reducing the number he 
will make each clerk more efficient, and the work will be 
better done. He will also be able to mcrease their salaries 
individually. It is better that the same amount of money 
should be distributed among a smaller number of effective 
men than among a larger number who are less effective. 
The amount of Christmas money received by each wiH also 
be greater. 

For the purpose of training the clerks, it is desirable that 
their labours should be so subdivided as that the duties of 
one office should be a training for the office immediately 
above it. The clerk, on his entrance into the bank, will thus 
have to perform those operations that require the least 
degTee of professional knowledge — of knowledge peculiar to 
the business of a bank — and will advance step by step (each 
step requh’ing but a small addition to his previous knowledge) 
to the higher posts. When it is ascertained for which 
department — the cashier’s or the accountant’s — ^the teller is 
best adapted, he should be put into that post the operations 
of which will form the best training for those duties which, 
when promoted, he wiU have to discharge. 

The occasional absences of the clerks are conducive to 
their improvement. The juniors thus learn to perform the 
duties of their superiors. New arrangements are formed 
temporarily for a different division of labour, and, the hands 
being fewer, an additional stimulus is given to exertion. It 
is also useful, when it can be done, for the clerks to change 
occasionally, and do each other’s work. Every clerk should 
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be encouraged to suggest any improvements for abridging or 
facilitating bis own labour. When a bank bas several 
branches, it is often advisable that an occasional absence at 
one branch should be supplied by a clerk brought from 
another branch. A good inspector of branches will inspect 
the cashiei’s and the accountant’s department, as well as the 
manager’s; and when he finds any improvement at one 
branch, he will introduce it into all the other branches. 

But the gTeatest stimulus to improvement in the clerks 
is an impartial system of piomotion. It is, peihaps, desnable 
that instances should occur sometimes, of a cleik, who is 
entitled to a higher post from seniority, being unfit to take 
it, in order to show that superior merit is regarded. But it 
should always be obvious that the clerk who is piomoted has 
superior merit. If a clerk is put over the head of another 
from favouritism, or caprice, on the part of the banker — or 
from the influence of friends, customers, or shareholders — or 
even for qualities good in themselves, but not increasing Ins 
efSciency as a clerk — then will great evils arise from his 
appointment, even though he should be as well qualified as 
the man who was entitled to the post fi’om seniority. 

Another effectual means of framing clerks is the daily 
balance. 

The books are balanced every night, before the clerks 
leave the bank. But mistakes will necessarily occur duiing 
the day, and to discover these wiU occupy a little time. 
The total amount of error is called “ the difference and to 
endeavour to discover the error is called “ searching for the 
difference.” Those clerks who are thus employed in the 
evening are said to be ‘‘upon the balance.” In large esta- 
blishments it is usual to divide the whole body of clerks into 
classes, who take it in turn to be “upon the balance” 
By this arrangement, all those who are not “upon the 
balance ” can leave the bank as soon as their own work is 
done. The smaller the number of clerks on the balance, 
the better. Thus, in a bank of forty-two clerks, six would be 
sufficient to be on the balance. If a larger number — say 
twelve — were retained, the juniors would do nothing, or else 
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tliey would be employed on the inferior books, from which 
they would learn nothmg. But when only six are retained 
they must all work, and, what is better still, they must 
all think. They will all acquire a thorough knowledge of 
the whole system of book-keeping, and be able to asceitain 
in what way errors in one book may counteract errors in 
another book, and how the errors discovered will bear upon 
“the difference.” In large establishments almost the only 
way in which a junior clerk can learn the whole system of 
book-keeping, is from being “ upon the balance.” But this 
is an effectual one. It also gives him an opportunity of 
showing his talents. Some clerks are far more quick m 
discovering the difference than others are ; and this qmckness 
IS generally a fair criterion of the general talent of the party. 
The clerk who “ skulks ” the balance avoids the best means 
of improvement, and the best opportunity of showing his 
talents. But such peisons have usually no talents to show. 
A cleik who acts in this way betiays a consciousness of being 
a fool. 

We have here spoken of that kind of training which is 
adopted to the making of clever clerks. Bur as in the 
joint-stock banks a cleik may become a manager, it is 
desirable that those clerks who are deemed the most clever 
should be put under a course of training that will, with 
experience, qualify them for that office. It is, in some 
respects, more difficult to do this in a large establishment 
than in a small one. In a bank that has forty clerks, one 
clerk sees only a fortieth pait of its opeiations. In a bank 
where there are only ten clerks, one clerk sees a tenth pait, 
and may easily acquiie a tolerable Icnowledge of the whole. 
A bank that has many blanches has a great facility for 
trainmg clerks to become managers. When a bianch manager 
is absent from illness, or any other cause, one of the senior 
clerks of that or some other Wnch will take his place, and 
thus gradually become accustomed to the duties of the office. 

The clerks thus selected for this kind of training should 
be young men who are quick and efficient m the discharge 
of all them official duties, and, moreover, possess a good 



(M Banking. 223 

temper, gentlemanly appearance and manners, a degree of 
literary infoimation, witK a desire of improving tlieir know- 
ledge and tkeir talents. They should not be young men 
who have entered the bank until they can get something 
better, but those who look to banking as their profession, and 
are ambitious of attaining to the highest posts in the esta- 
bhshment. But beyond the qualities we have enumerated, it 
is necessary, above all things, that they should have habits of 
business. 

“Habits of biismess is a phrase which includes a variety of qualities 
— industiy, arrangement, calculation, prudence, punctuahty, and per- 
seveiance An d these virtues are exercised, not from the impulse of 
partiotilai motives, but from habit If you hear a man boast of bemg 
industrious, you may safely infer that he does not possess the habit of 
industry for what a man does from habit, he does mechamcally, without 
tbiTilnng of the merit of his actions, though they may be highly meri- 
torious Habits of busmess are essential to a merchant But though 
essential to a merchant, they are not pecuhar to him They are as 
necessary to a professional man as to a merchant — as necessary to ladies 
as to gentlemen — as necessary for the government of a family as for the 
government of a commercial estabhshment The greater the intellectual 
talents of the individual, the more necessary are habits of busmess to 
keep him steady m his comse The more canvas he spreads, the more 
ballast he lequu-es If we examme the history of those lUustiious 
characters who have risen to eminence as the masters, the legislators, or 
the instructors ot mankind, we shall find they have been as much 
distmguishedbytheir habits of busmess as by the superiority of their 
mtellect, while, on the other hand, we could easily pomt out, m every 
science and m every path of life, some young men who, though of 
towermg genius, have become lost to themselves, and have disappointed 
the hopes of all their friends, through a want of habits of busmess 
They have burst upon the world with more than noon-tide splendoru, 
they have attracted universal notice, they have excited big expectations, 
and suddenly they have darted mto an obhque course, and passed into 
obhvion 

If a clerk be intended to be trained for a manager, it may 
be questioned wketlier he will be improved by remaimng a 
long time as a clerk. The two offices are very distinct, and 
they call into operation distinct qualities and operations of 
mind. A very old banker’s clerk (unless he has been a chief 

* ‘ Lectures on Ancient Commerce,’ by J W Gilbait. 
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clerk) is generally, from tke very lengtli of his service, 
disqualified for being a manager. Seven to ten years’ ex- 
perience as a clerk is quite long enough, and after that 
period the sooner he becomes a manager the better, provided 
he has the necessary qualifications. Even during that time 
he should have been occasionally employed in those opera- 
tions that require the exercise of his faculties as a man of 
business. It has often been said, that good servants make 
bad masters. If this be true, it is probably the result of an 
intellectual more than a moral deficiency. A lengthened 
service causes the mental faculties to move in a loutine from 
which they cannot be suddenly aroused into an attitude of 
independence, so as to be able to trace causes and effects, to 
balance opposmg considerations, and to engage in those 
reasoning processes which aie required by the exercise of 
authority. Hence it is, that before a clerk is appointed a 
manager, he should undergo some kind of training. The 
best training for being a manager is that of bemg chief clerk, 
or of holding an equivalent post next to the manager. It 
will necessarily follow that the holder of such a post will have 
occasionally to take the place of the manager, and the 
manner in which he may then act will be a fair cj^terion by 
which to judge of his qualifications for that or a similar 
situation. 

Among the means of training clerks for superior offices, 
we should give a high rank to the formation of a library of 
banking-books, to which the whole of the establishment 
shpuld at all times have access The remarks we made in 
a letter, addressed to the manager of a country bank, m the 
yeai 1846, and which was afterwards published in the sixth 
volume of the Bankers’ Magazine, are, we think, not inappli- 
cable to this subject : — 

“ I wish you would advise your directors to celebrate 
their success by sending to each of their branches monthly, 
a copy of the Bankers’ Magazine. I am sure this would be a 
profitable investment of some portion of, your surplus funds, 
and would yield an ample return in the results arising from 
the increased knowledge and skill of your managers. Here 
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they will learn points of law and of practice, with which they 
were previously unacquainted, and be better prepared to 
deal with such cases when they occur in their own ex- 
perience. It seems peculiarly necessary that managers of 
branches, who have not the opportumty of immediately 
consulting with any of the directors, should be supplied by 
the bank with the means of obtaining this kind of infor- 
mation. Losses are sometimes mcurred by joint-stock banks 
through the want of knowledge of a little banking law on 
the part of their principal officers. The managers would not 
be the only gamers. The other officers of the branches 
would have the opportunity of self-improvement ; and thus 
routine clerks might become mteUigent bankers, and you 
would train in your own establishment a constant supply 
of able men to take the places, when necessary, of the 
exitting managers. It is one of the excellencies of our 
system, that the junior clerks may look forward to being 
placed at the head of the establishment ; but this can only 
take place in those instances wherein the clerks endeavour to 
acquire that professional and general knowledge which is 
necessary in the present day, in order to discharge the duties 
and maintain the position of a manager. Unless they do 
this, those who are now clerks will remain clerks as long as 
they live, and the next generation of managers will be taken 
from the more instructed classes of society.” 

The manager of a joint-stock bank in the midland counties, 
on whom we called last summer, mformed us that his direc- 
tors had recently voted 100?. towards the formation of a bank 
library. To the directors of other, banks we would say, “ Go 
and do likewise.” * 

In training clerks for intellectual offices, it is advisable not 
to give them too many mstructions with regard to minute 
details. They should be taught to think for themselves A 
man’s talents are never brought out until he is thrown, to 

* In tTie year 1850 a Literary Association was formed by the clerks of tlie 
Bank of England The directors assigned thiee looms -witiiin the Bank for a 
Library, a Eeading-room, and a Lecture-room, and gave £500 towards the funds 
Several of the directors individually presented also handsome donations of both 
money and books 

TOL. I. 
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some extent, upon Lis own resonrces. If, in eveiy difSculty, 
Le Lias only to nin to Lis principal, and then implicitly obey 
the directions Le may receive, Le will never acquire that 
aptitude of perception, and that promptness of decision, and 
that firmness of purpose, wLicli are essentially necessary to 
those who hold important and responsible offices. Young 
men who are backward in this respect should be entrusted at 
first with some inferior matters, with permission to act ac- 
cording to their discretion. If they act rightly, they should 
be commended ; if otherwise, they should not be censured, 
but instructed. A fear of incurring censure — a dread of 
responsibility — ^has a very depressing effect upon the exercise 
of the mental faculties. A certain degree of independent 
feeling is essential to the full development of the intellectual 
character. It should be the object of a banker to encourage 
this feeling in his superior officers. Those bankers whcf'ex- 
tend them commands to the minutest details of the office, 
exacting the most rigid obedience in matters the most trivial, 
harshly censuring their clerks when they do wrong, and 
never commending them when they do right, may themselves 
be very clever men, but they do not go the way to get clever 
assistants. At the same time, they exhaust their own physi- 
cal and mental powers by attending to matters which could 
be managed equally well by men of inferior talent. 

After a clerk has become a manager, his education has yet 
to be completed. Lord Bacon observes, that reading makes 
a wise man ; writing an exact man ; and conversation a ready 
man. Whatever knowledge he may have acquired by read- 
ing or otherwise — however exact he may have been in the 
discipline of the office — ^the young manager has yet to 
become a ready man. He has to apply his knowledge 
promptly and independently, and, at the same time, wisely. 
This habit he will acquire by time. The exercise of autlio- 
rity over other men produces an independence of mind which 
is friendly to the maturing of the undei standing, while the 
necessity for giving immediate decisions m conversation with 
his customers will have a tendency to produce promptness of 
judgment There is no profession in which experience is 
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more useful than in banking. But it is useful, not so much 
in the amount of knowledge that is acquired (though that is 
important), as in the improvement it imparts to those intel- 
lectual faculties which are called into exercise. It is by con- 
stant practice that these faculties gather strength. Habits 
are formed by repeated acts, and they can be formed in no 
other way. 

Before closing this section on the administration of the 
office, we may observe that although the duties of a chief 
derk are quite distinct from those of a banker, yet in small 
establishments they are often performed by the same person. 
In branch banks, generally, the manager is both the banker 
and the chief clerk. But as the branch increases, the manager 
will gradually transfer to the second officer the duties of 
the chief clerk, and confine his own attention to those of a 
banker. It is too much the practice in England to view a 
bank manager as holding the same relative position in a 
joint-stock bank which a chief clerk does in a private bank, 
t This is an error. A manager is not a banker’s clerk — ^he is 
a banker. And although he may reserve some important 
cases for the consideration of his diiectors, yet they are 
usually such cases as a private banker would reserve for con- 
sultation with his partners, or on which, had he no partners, 
he would take time to form his own determination. 

It may also be observed, that although the government of 
the office will generally be left entirely to the chief clerk, 
and it is not necessary that the banker should be made 
acquainted with all the trivial dehnquencies of the clerks, 
yet there are certain acts of misconduct that'must always be 
reported, and when reported must be dealt with by the 
banker himself. In a well-disciplmed establishment these 
cases will be rare, but they wiU occur sometimes, and then 
the mode of reproof or punishment will be regulated by the 
kind of offence and the character of the party. Every act 
of dishonesty, however trifliug the amount purloined, must 
be followed by instant dismissal. Acts of dehberate disobedi- 
ence to orders, gross disrespect to superior officers, or acts of 
immoiality that would bring discredit on the bank, will 
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generally be visited with tbe same punishment. But ex- 
treme punishment should be inflicted only in extreme cases. 
Mere accidental errors, though they may sometimes occasion 
great loss, must not be treated in the same way as those 
faults which arise from gross neglect, or which imply a defi- 
ciency in personal honour. It is geneially a good rule, that 
a banker should not reprove a clerk in the presence of the 
other clerks. ♦By foUowmg this rule, he can adapt his re- 
^proofs to the character and position of the party ; for a valu- 
able clerk, even when really culpable, is not to be treated in 
precisely the same way as another whose services are of less 
importance. Nor is it any violation of justice, that those 
faults which aiise from inadvertence should be viewed differ- 
ently from those that arise from bad habits. Nor will it 
tend to impair the discipline of the office should it be known 
that a good character will sometimes get a young man out of 
a scrape, while he who had not that good chaiacter would be 
punished more severely for a less important offence. An- 
other rule to be observed in administering reproof is, — ^in re- « 
minding a clerk of his defects, to commence with telling him 
of his good qualities. There is a credit as well as a debit 
side in every man’s character ; and it seems hardly fair to 
run over all the debit items, and say nothing of the other 
side of the account. This plan, too, mcreases, instead of 
diminishing, the pungency of the reproof, while it removes 
from the mind of the party any impression that the banker is 
influenced by motives of personal dislike. 
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SECTION xn. 

BANKING BOOK-KEEPING 

“ Although tlie business of keeping books is extremely easy 
when once the accounts are properly arranged, yet the adapt- 
ation of the principle of double-entiy to extensive and com- 
plicated transactions, so as to receive the full benefit of the 
system, is a process which requires the most complete know- 
ledge, not only of the practice^ but also of the science, of book- 
keeping.” 

“ Book-keeping, like aU other arts, can only be mastered 
by industry, perseverance, and attention. The learner must 
think for himself, and endeavour to understand the why and 
wJierefore of all that he does, instead of resting satisfied with 
vague notions and words devoid of sense.” 

“The study of book-keeping affoids an excellent means 
of intellectual discipline; “that is, when its principles are 
exhibited as weU as their apphcation. When the reasoning 
powers are called into exercise as well as the memory, the 
student who has carefully attended to the instructions, and 
who 18 the master and not the slave of rules, will experience 
no difficulty in unravelling or adjusting any set of accounts, 
however complicated or diversified.” * 

We have commenced this section with these quotations in 
order to quicken the attention of the reader to a subject 
which by those who do not undei stand it is considered com- 
plicated, and by those who do understand it is considered 
dull. It IS, in fact, neither the one nor the other. But stdl 
it IS a subject on which it is difficult to write in such' a way 
as to avoid the possibility of being misunderstood. We pur- 
pose in this section — 

I. To notice those Preliminary Operations with which a 
young Book-keeper should become acquainted. 

II. To describe the system of Banking-booking as pub- 
lished in the former editions of this work. 

* ‘ Double-Eutiy Elucidated,’ by B, E Foster. 
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III. To state those ImproTements of which this system has 

been found to be susceptible. 

IV. To trace the Resemblance between Banking Book- 

keeping and Mercantile Book-keeping. 

I. Prelimmary Operations. 

When a young man enters a bank as a clerk, he should be 
instructed to be careful with regard to his handwriting, or, in 
his anxiety to write fast, he may forget to write well. If he 
write a bad hand, he should not be above taking a few lessons 
from a professor of penmanship, who will teach him to write 
fast and well at the same time. But, however badly he may 
write, he should try to write plain. Plainness is of more 
consequence than neatness or elegance. He should be very 
careful in wiitmg the names of the customers of the bank. 
If he write them illegibly, there will be a loss of time in 
making them out, or they may be misunderstood, so that 
money may be posted to the wrong account, and thereby loss 
arise to the bank On this account also, when two or more 
customers have the same surname, he should be very careful 
to write the Christian names fully and distinctly. 

The necessity for writing qmckly, and the want of care- 
fulness at fust, are the causes why so few bankers’ clerks 
comparatively write a good hand. But they should re- 
member, that this IS a most important qualification, and a 
deficiency in this respect may be an msuperable bar to pro- 
motion. Without this attainment a clerk cannot be put to 
write up the customers’ books, nor to make out the country 
accounts, nor to write the letters, nor to fill the office of 
secretary. “ You ought to be careful to write a plain hand. 
You impose upon your correspondents a very unnecessary 
and a very unpleasant tax if you require them to go over 
your letters two or three times in order to decipher your 
writing. A business hand is equally opposed to a very fine 
hand. A letter written in fine elegant writmg, adorned with 
a variety of flourishes, wdl give your correspondent no very 
high opimon of you as a man of business.” * 

* ‘Lectxues on ttie History and Principles of Ancient Oommeico,’ by J W. 
Gilbart 
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The plan of writing-masters who advertise to teach good 
and expeditious writing in a few lessons is as follows — The 
pupil rests his hand upon the paper without touching it with 
his little finger. All the motion is then made from the 
wrist. Those who have to write their names %iany times in 
succession, such as in signing bank-notes or in accepting bills, 
will find that on this plan they can get through their woik in 
much less time than if they bend their fingers with every 
stroke of the pen. 

The young clerk should also be taught to make his figures 
clear and plain, so that a 2 cannot be mistaken for a 3, nor a 
3 for a 5. He should also take care that the tail of his 7 or 
his 9 does not run into the line below, and thus turn a 0 into 
a 6, and also that the top of his 4 does not reach so high as 
to turn a 0 in the line above it into a 9. He should be 
careful, too, in putting his figures under one another, so 
that the units shall be under the units, the tens under the 
tens, the hundreds under the hundreds, and the thousands 
under the thousands. Otherwise, when he adds uj^the 
columns together, he will be in danger of making a “ wrong 
cast.” 

He will also learn to use both hands at the same time. In 
counting gold or silver coin, he will count with two hands 
instead of one, and thus do double the work. In entering a 
number of cheques or bills, while he holds the pen in one 
hand he will hold a cheque in the other, and then turn over 
the cheques as quickly as he enters them. He will always 
turn them over one the back of the other, so that they 
will be in the same order after he has entered them as before, 
and when they are “ called over ” they will come in the same 
order in which they are entered. 

He must also learn to “cast” quickly and accurately. 
The two main qualifications m this operation aie accuracy 
and quickness. To insure accuiacy a clerk wiU cast every- 
thing twice over. The first time he will begin at the 
bottom of the column, and the second time at the top If 
he begin both times at the bottom of the column, the asso- 
ciation of figures will be the same; and if he has fallen 
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into an error tlie first time, lie will be apt to fall into tbe 
same error tbe second time . but if be changes tbe order, tbe 
association of tbe figures will be different, and be will not 
be likely to fall into tbe same error. Quickness can be 
acquired onl^y piactice. But be will accelerate bis speed 
by making bis figures plain, and placing them stiictly in a 
line under one another He should also learn to cast with- 
out speaking, for tbe eye and tbe bead will go faster than tbe 
lips. 

He must also be taught to “call over.” When be fiist 
comes into tbe bank be will call this sum, 315?. 10^. Qd. 
three hundred and fifteen pounds ten shillings and six pmce ; 
but be will soon learn that more than half these words may 
be suppressed, and be will say, three, fifteen, ten, six. And 
so in tbe laiger amount, 4,785? 13s. 4.d., instead of saymg, 
four thousand seven hundred and eigbty-flve pounds seventeen 
shillings and four pence, be will call, forty-seven, eighty-five, 
tbu'teen, four. By proceeding in this way, and speaking 
quK^ly and yet distmctly, a column of figures may be called 
over and checked in a very short space of time. He will, 
however, take care to avoid ambiguity. Thus, if tbe sum be 
40?. 5s. 6d., be will not say forty, five, six, as that would 
mean forty-five pounds six sbilbngs ; but be will say, in this 
case, forty pounds, five, and six. In cases where the pounds 
consist of five figures, tbe two first denoting the thousands 
are expressed separately ; thus 25,347?. 8s. 6c?. is called over 
twenty-five, three, forty-seven, eight, six, and six figures, 
say 468,379?. 8s. 6c?., is called over, fqpr sixty-eight, three 
seventy-nine, eight, six. 

He will also be taught to balance; that is, to find the 
difference between tivo sums by addition, instead of subti ac- 
tion. Thus, if tbe two sums be 1,347?. 16s. 3c?. and 4,834?. 
19s. 8(?. be will be apt at first to put one under tbe other and 
subtract, in this way — 

£i,834: 19 8 
1,34:7 16 3 


Difference 


£3,487 3 5 
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But lie must be taugbt to proceed by a mental process, and 
will add the difference to tbe smaller number, thus — 

£1,347 16 3 — £4,834 19 8 

Difference . . 3.487 3 5 

£4,834 19 8 


He performs this operation by beginning witb tbe pence, 
saying, or rather thinking^ three and five make eight,” and 
so on. And thus the two sides of an account are made to 
balance \ that is, both sides are of the same amount. 

The principle of balancmg peivades the whole system of 
book-keeping. For example, we know that if to the amount 
of cash in the bank last night we add the amount received 
to-day, and deduct the amount paid to-day, the remainder 
will show the amount on hand to-night ; and a novice would 
very n^-turaUy put it down in this form — 


Cash on hand last night .... 100,000 

Beceived to-day 60,000 

160,000 

Paid to-day . ’ 80,000 

Cash on hand to-night .... £80,000 


But an accountant would arrange these four items in such a 
way as to form a balance, thus — ^ 

£ £ 

Cash paid away to-day . 80,000 Cash on hand last night 100,000 
Cash on hand to-night. 80,000 Cash received to-day . . 60,000 


£160,000 


In keeping the Progiessive Ledger, the principle of ba- 
lancmg IS of constant occurrence. The ledger-keeper brings 
out a new balance every time he turns to an account. But 
he never deducts — always adds. And if he post several 
articles at the same time, the method is the same, thus — 

If the ciedit balance is . ... . £1214 3 7 

And he posts the following sums 
to the dSnt of the account . £141 2 4 

8 7 6 
49 3 11 
305 4 2 
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‘he will add up these items, and mentally add a sum that will 
make the whole equal to 1,214?. 3a. 7d., bringing out this sum 
as a new balance, and placing it under the former one as he 
goes on. Thus he will say, or rather think, — “ 4 and 6 are 
10, and 11 are 21, and 2 are 23, and (here he must supply 
the figure) 8 are 31 = 7 and carry 2 and he puts down the 
8 in the pence division of the balance column ; and goes on 
in the same way to the shillings, and afterwards to the 
pounds. When he has placed this sum, 710?. 5s. 8d., he adds 
up the whole, including this sum, in order to check the 
operation, and to be sure that he is right 

He will then acquire a knowledge of the names and func- 
tions of the different books, and of the terms and phraseology 
used in book-keeping. The same book is sometimes called 
by different names in different banks, and different terms are 
employed to describe the same operations. But every clerk 
should use the language of the office m which he is placed. 
He should call every book by its proper name, and employ 
the phrases which are used by others. For instance, if the 
word “ money ” is used to denote com, he must always use 
it in that sense; and not say money” when he means 
bank-notes. 

It will be of great advantage to a sensible youngster, if one 
of the senior ^erks should take the trouble to give him a 
general notion of the system of book-keeping, and show him 
the connexion that exists between the books that he keeps 
and the other books of the office. 

n. We shall now describe the system of Banking Book- 
keepmg, as pubhshed in the former editions of this work. 

Every person, on opening an account with a London 
bankmg-house, enters his name in a book called the Signa- 
ture-Book, and this book is referred to whenever a draft is 
presented having a doubtful signature. The person is 
supplied free of cost — stamps excepted — ^with a book of 
printed drafts and a cash-book, called m some houses a Pass- 
Book, in which is entered an account of his debts and credits, 
as often as he thinks pioper to leave it for that purpose. 

London bankers do not usually srive receints for monev 
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paid into their hands, but they enter the amount into the 
customer’s book. A person paying money on account of a 
country bank, will sometimes require a receipt, and he is 
then given what is called a shop-receipt, in the following 
form ■ — 


London, May 1, 18 . 

Bece%ved of \t'he country hm1e\ the mm of one tlwuscmd pounds 
To account for on demand. 

For Mope, Eich, and Go. 

£1000 A Cashier. 


The name of the party paying the money is not inserted in 
the receipt, as that would require a stamp. 

The payment of a draft, or a biU, is always made either in 
Bank of England notes, or sovereigns, as the party receiving 
it may desire. The London bankers never re-issue any 
country notes or bills of exchange, that may come into their 
hands. When a cheque is paid, it is cancelled by drawing 
the pen four times in different directions across the name of 
the drawer. In Scotland a paid note or cheque is said to* be 
« retired.” It is retired or withdrawn from circulation. 

Before explaining the banking system of book-keeping, I 
will define a few terms which are often used in connexion 
with the subject By the word Ull, is always meant a bill of 
exchange not yet due. The word emh denotes the various 
items included in a credit or cash entry, and may denote due 
bills, cheques, bank notes, country notes, or coin. The terms 
cheque and draft are used synonymously, and denote an order 
on a banker, payable on demand. The word draft is never 
used in London to denote a bill of exchange, though this use 
of the term is very common m the country. Both bills and 
drafts are often called articles ; and if they are cash, they are 
styled cash articles. An addressed Ull is a bill made payable 
at a banking-house. A discounted bill is usually called a 
discount. By money is always meant coin. To post an 
article is to ylaee or enter it m the ledger. One book is said 
to mark against another when the same entry is made in both 
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books. One book is cheeked hy anotlier, when any error in 
one book would be detected by some operation in another. 
To check a book, or an account, is to examme it, and prove it 
correct, or make it so. To cast, or east up, means to add 
together. ’The balance of an account is the difference between 
the credit and the debit side. An account is said to balance 
when the credit and the debit side are of the same amount. 
To balance an account is to enter the balance, and to add up 
both sides, and then to brmg down the balance as a new 
amount. The credit side of an account, or that on which the 
cash received is placed to the credit of a customer, is the 
nght-hand side as you face tlie ledger ; the debit side is the 
left-hand side. In London, the establishments of bankers 
are usually called banking-houses, not banks. A person who 
has an account at a banking-house, is said to keep a hanker 

I shall now describe the various books in the order of the 
different departments to which they belong. 

I. — The Cash Department, 

The principal books in this department are the following * — 

1. Two Waste-Books. — One is called the Beceived-Waste- 
Book, and the other the Paid-Waste-Book. In the former is 
entered an account of all the cash received, and in the latter 
is entered an account of aH the cheques and bills paid. 
The Beceived-Waste-Book is ruled with a double cash column 
on the right-hand side of the page. In making an entry into 
this book, you wiU. proceed as follows . — ^First, enter the 
name of the party who lodges the money ; then enter it m 
the fiist cash column the particulars of which the credit 
consists, specifying each particular m the space at the left- 
hand. In receivmg Bank of England notes, the number and 
date of each note must be mentioned ; but if the notes aie 
numerous, make them up m a parcel, and write on the 
outside the total amount, and the name of the party of whom 
they were received. Call this parcel “Sundries” in your 
entry. These parcels of sundries will be marked, and sent to 
the Bank of England for other notes on the following day 
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Cheques on your own bank are to be entered by the name of 
the diawer and the amount. Country notes are to be 
entered by the name of the London banker at whose house 
they are made payable. These are distinguished from 
cheques upon bankers, by stating short the number and 
denomination of the notes — ^thus, |. All gold and silver 
are to be called money. After entering all the particulars of 
a credit, add them “together, and cany out the amount into 
the farther cash column At the close of the day add up 
this outer column, and see that the total agrees with the 
amount in the Day-Book. 

If a customer brings his book with him when he lodges 
cash, the cashier enters the credit, and returns the book to 
him, unless it be left at the bank for the purpose of having 
the debit side also written up. 

In receiving money for a deposit receipt, the entry is 
made in the same way as when the money is placed to 
a current account; but the words Deposit Eeceipt, or 
the letters D. E., are written agamst the name of the 
depositor. 

In the Paid-Waste-Book is entered an account of all the 
bills and cheques paid by the bank. This book is luled on 
each page with a cash column on the right hand, and another 
on the left hand, leavmg a space between When a cheque 
IS paid, the amount is placed in the left-hand cash column — 
then the name of tfie drawer in the open space — and m the 
right-hand cash column are entered the particulars of the 
payment. Bank of England notes are entered by their 
number. It is not necessary to enter the date, as that can be 
found if necessary either in the Cash-Book of the preceding 
evening, or in the Eeceived-Waste-Book, or the Lists of the 
same day. When a deposit receipt is paid, the same order is 
observed, but the letters D E. are added. All gold, silver, 
and copper are called money. At the close of the day, all 
the payments are added toge&er, and should agree with the 
amount m the Day-Book. 

Each cashier has a Eeceived-Waste-Book, a Paid- Waste- 
Book, and a Money-Book. 
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2. Money-Book. — ^TMs is a small book ruled with a cash 
column on the right-hand side of each page, and it contains 
an account of all the com, that is, the gold, silver, and copper 
in the bank. Each cashier will enter in his own Money- 
Book the money he receives and pays in the course of the 
day. On the left-hand page of the book he will copy from 
his Paid-Waste-Book the various sums of money he has |)aid, 
and on the right-hand page he will copy from his Eeceived- 
"Waste-Book the various sums of money he has received. In 
each case he will enter against the respective sums the totals 
in which they are included. Thus, if in paymg a cheque 
of 176Z. 2s. 6d, he pay 5-2-6 money, he will enter it thus— 
“£175 2. 6. £5-2-6.” The money is counted up at mght, 
and must agree with the balance of the Money-Book ; and 
tliis balance is then entered in the Cash-Book. 

3. Cash-Book. — In this book is entered every night a 
specification of all the cash m the bank. The items will 
consist chiefly of Bank of England notes, parcels of sundries, 
country notes, cheques on other banks, and the balance of 
the money. The Bank of England notes are entered by 
their number, date, and amount. The parcels of Bank of 
England notes, called sundries, are entered by the word 
“ Sundries,” then the name of the parties of whom they were 
received, and the amounts ; country notes by the name 
the country bank, and the London agent^at whose house they 
are made payable ; cheques on other banks by the name of 
the drawer of the cheque — the name of the banker, and the 
amount. In this book generally the cash^ articles are more 
fully described than in the Received-Waste-Book. In some 
banking-houses the Cash-Book is called the Stock-Book, and 
in others the Make-tjp-Book. 

4. Day-Book. — This book is ruled with a double cash 
column at the right-hand side of each page. The accountant 
enters in the Day-Book an account of aU cash paid and 
received during the day, placing each transaction under the 

' class of operations or accounts to which it belongs. On the 
left-hand page of the book he enters the cash which is paid,, 
ahd, on the right-hand side, the cash which is received. He 
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commences by writing tlie day of tbe week, and of tke 
month : then on the left-hand side he wiites a heading, 

Current Accounts.” Under this head he enters all the 
cheques paid, copying from the cheques the name of the 
drawer, and the amount, which is placed in the first cash 
column. The sum of all the cheques is brought forward into 
the second cash column. The second headmg is ^‘Deposit 
Eeceipts under which head the mdividual receipts paid 
are entered, mentioning the number, the name of the de- 
positor, and the sum ; and bringing out the total amount, as 
before, into the second cash column. 

The accountant may, if he please, make these headings in 
the morning, leaving such a space for the transactions under 
each head, as his experience may show him to be necessary. 
Thus, he may keep up his Day-Book throughout the day, 
and merely have to add it up and balance it when the bank 
closes. The other headmgs may be, “ Bills Discounted this 
day,” “Interest paid on Deposit Eeceipts,” “ Bank Premises,” 
“ Incidental Expenses,” “ Branch Accounts,” &c. &c., answer- 
ing to the accounts in the General-Ledger. 

On the right-hand page, or credit side of the Day-Book, 
the cash received is entered under correspondmg headmgs, as 
“ Current Accounts,” “ Deposit Eeceipts,” “ Bills Dis- 
counted PAID THIS DAY,” &e. &0. The entiles under the 
heads of Current Accounts, and Deposit Eeceipts, are copied 
from the Eeceived- Waste-Books : the entry expresses only 
the name ^nd the amount. 

After all the entries have been made, add up the debit and 
the credit sides. To the credit side add the amount of the 
Cash-Book on the preceding evening ; to the debit side add 
the amount of the Cash-Book on the same evening ; and, if 
the totals agree, the “ bank is nght,” that is, the transactions 
of the day have been correctly entered. ; but if not, then the 
bank is wrong, and the error must be discovered by 
“ marking off” the various books. 

In large establishments the Day-Book is divided into two 
books ; the debit side forming one book, and the credit side 
the other book. One is called the “Paid-Day-Book;” and 
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the other, the " Eeceived-Day-Bpoh." The advantage of this 
division is, that two persons can he employed at the Day- 
Book at the same time. In some banks the Day-Book has 
three cash columns, the third being used for transfer entries. 
These are entries in which no -cash -is actually paid or re- 
ceived by the bank; but an amount is transferred from one 
account to another. In other banks, all the transfers are 
passed through the Received-Waste-Book. By some London 
houses the Day-Book is called the Cash-Book, and its two 
divisions are called the “ Eeobived-Oash-Book ” and the 
“ Paid-Cash-Book.” 

5. OuREENT-AccouNT-LEDaEE. — In tHs book every cus- 
tomer has a separate account. The sums received to his 
credit are posted from the credit side of the Day-Book, and 
the Ledger folio is placed m the Day-Book, in a column 
ruled for that purpose. The debit side is posted from the 
cheques themselves, and the Ledger folio placed in the debit 
side of the Day-Book on the following morning, when the 
Day-Book is marked against the Ledger. The entry of a 
cheque in the Ledger includes the date of payment, the name 
of the party to whom it is payable, and the amount. * The 
entry of a credit includes the date, word Cash,” and 
the amount. When the cash is paid into the bank by a third 
party, it h usual to enter it in the Ledger as Cash per A. B?’ 
When a credit arises from a bill lodged for collection having 
become due, the naim of the accepter is substituted for the 
word cash. 

Some banks follow what is caEed the progressive plan of 
keeping the Ledger. By this plan the balance is brought out 
every day, and thus we see the progress of the account. In 
the ordinary way, each page of the Ledger is divided into 
the debit and the credi| side, and each side has ruled columns 
for the date, the transaction, and the amount. But in the 
progressive Ledger there is only one column for tlie date of 
both the credits and the debits — one space for a descrqition 
of the transaction, whether credit or debit — and then three 
cash"^ columns. The first column is the debit column ; the 
second i« the credit column; and the third is the column 
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into wMcIl the daily balance is bronglit out. The advantage 
of this plan is, that you can see at once what sum a party has 
on his account, without the delay of adding up the debit and 
the credit columns. Most banks that allow interest on the 
balance of the current accounts, keep their Ledger on the 
progressive plan , and, besides the columns I have mentioned, 
there are, on the right sid-e of the balance column, a space 
for mscrtmg the number of days the balance may remain 
stationary, and two interest columns — one for the interest of 
a credit balance, and the other for the mterest of a balance 
overdrawn. Most banks divide the Current-Account-Ledger 
into two or more parts, and the names of the depositors are 
placed m alphabetical order, from the beginning of the first 
Ledger to the end of the last. 

6. Deposit-Eeceipt-Book. — ^Deposit Eeceipts are receipts 
granted for sums of money that are likely to remain a con- 
siderable time, and upon which mterest is allowed. These 
receipts are distinguished from current accounts. Cheques 
cannot be drawn agamst any sum lodged as a deposit receipt ; 
but when the amount, or any part thereof, is withdrawn, the 
receipt itself must be produced at the bank, and delivered 
up. The Deposit-Eeceipt-Book is not kept ledger-wise ; that 
18 , each person has not a separate account opened for him in 
a distinct part of the book, but the receipts are entered 
chronologically, accordmg to the date of the lodgment. The 
entry includes date of lodgment, name of depositor, profes- 
sion, residence, amount, interest paid, principal and interest. 
The last two particulars are of course not entered until the 
receipt is cancelled. If a party is desnous of withdrawmg 
only a part of the lodgment, the whole receipt is entered as 
paid, and a new receipt made out for the sum which remains. 


II . — The Bill JDepartmmt. 

Bilk are divided into two classes— bills deposited, and bills 
discounted. Bills deposited are biQs lodged in the bank for 
collection, to be placed, when due, to the credit of the de- 
positors. Bills discounted are those for which the money has 
been advanced, and which are, therefore, the property of the 
VOL. r. 
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baAk. These two classes of bills are entered in separate sets 
of books ; bnt, as the books are kept in nearly the same 
manner, I shall describe them together, 

1. Bill-Eegistee. ] These books are kept, as the 
DiscouNT-EEGiSTER.j word register seems to imply, 

chronologically — ^the bills being entered immediately after 
each other, in the order in which they come into the bank. 
The entry includes date when deposited or discounted, name 
of ingiYer, di'awer, accepter, date, term, when due, amount, 
daily amount. The bills are numbered, and the register- 
number placed upon each bill The daily amount of the 
Discount-Eegister is entered m the debit side of the Day- 
Book, under the head, “Bills Discounted this day.” I 
advise that the headings of the columns of this, and of all 
the other books, be printed. This saves time and prevents 
mistakes 

2. Bill-Ledgee. 1 In these books a separate ac- 
Discount-Ledgee. /count is opened for each party ; 

and the same bills which have previously been entered in the 
Eegisters are entered in these Ledgers ; but the entry is 
much shorter. A full description of a bill is given m the 
Eegister only, and the register-number is placed as a refer- 
ence in every book in which the bill may subsequently be 
entered. The entry in the Bill, or Discount-Ledger, includes 
date when deposited or discounted, name of accepter, when 
due, and amount. In some banks the Discount-Ledger is 
kept upon the progressive plan ; which is very useful, as it 
shows at once to what amount any party may be .under 
discount. In addition to this, some banks place in the 
Discount-Ledger an account of all bills they may have dis- 
counted, to which the party is an accepter These bills are 
distinguished from those which have been discounted for the 
party himself, by being placed on the left-hand side of the 
page. This account is also kept on the progressive plan. A 
Discount-Ledger, kept in this way, will have three cash 
columns ruled on each side of the page • the three on the 
left-hand will be headed, “Where Accepter;” and the three 
on the right-hand will be headed, “ Where last Indorser.” 
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Between the two sets of columns will he entered— date when 
discounted — register-number — name of accepter or drawer — 
when due The advantage of this plan is, that on turning to 
any paity’s account, you see at once the whole of his engage- 
ments to the bank, whether arising from bills that have 
been discounted for himself, or bills to which he is only 
the accepter 

3. Bill-Jouenal. 1 In these journals the bills are 
Discount-Journal, /entered under the respective days 

on which they fall due. For this purpose the day of the 
week, and of the month, is placed at the top of each page. 
This book may be made to last exactly a year, by having 
headings for every day, from the 1st of January to the 31st 
December, omitting Sundays. The entry includes the register- 
number, name of depositor, or for whom it was discounted, 
accepter, and amount. The Discount- Journal has three cash 
columns ; one for the amoimt of each bill, another for the 
bills paid, and another for those unpaid. The entry is made 
in the first column, on the day the bill is discounted ; and in 
the other two on the day the bills fall due. The total amount 
of bills paid each day is copied from the Journal into the 
received side of the Day-Book. Those unpaid are entered 
into the transfer column of the Day-Book, and in the Past- 
Due-Bill-Book. The BiU-Journal need only have one cash 
column, as most banks find it more convenient to credit their 
customers’ accounts with all the bills on the day they fall 
due, and debit them on the following day for those that 
remain unpaid. Those banks, however, that prefer it, may 
have separate columns in the Bill-Journal for the paid and 
the unpaid bills; and, in that case, the unpaid bills are 
returned on the following day to the depositor, without being 
passed through his cash account. This is sometimes called 
being entered short.” Some banks make one book serve 
the purpose of both a Bill- Journal ai^ a Discount-Jomnal , 
one page of the book being used as a Discount- Journal, and 
the opposite page being used as a Bill-JomrnaL 

4. The Lists. — ^Each banking-house divides London into 
a certain number of districts, according to the extent of its 

R 2 
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business. Each district is called a Walk, and usually takes 
its name from the direction in which it lies ; as the East 
Walk, the West Walk, and so on. To each walk is assigned’ 
a book, in which is entered every day a list of the bills due in 
the walk ; and hence the book is called a List. Each List 
takes its name fiom the walk to which it belongs ; as the 
East List, the West List, &c. The page is divided into four 
columns ; the first and third of which are cash columns In 
the first column is entered the amount of the bill ; in the 
second, the name of the accepter and the register-number. 
This is done the day before the bills are due. After the 
teller has returned from presenting these bills for payment in 
his walk, he “ answers ” each bill ; that is, he places against 
it an account of the cash he has received for it, whether 
cheques, bank notes, or money. The amount is entered in 
the third column ; and, in the fourth, the description of each 
kind of cash. If the bill be not paid, he writes L. D. for 
“ left direction,” and then enters the biU in the “ Unpaid- 
Lis^’ 

In the Unpaid-List are entered all the bills not 
when presented for payment. In the course of that day or 
the following these bills are “answered,” either by being 
paid, or by being passed to the debit of a customer’s account, 
or by being transferred to the Past-Due-Bill-Book. In some 
banks the Unpaid-List is called the “ Take-up-Book.” 

Cheques upon other banks are entered in the Lists in the 
sa*me way as bills, unless the bank sends a clerk to the 
Oleaiing-house, and then they are entered in the “ Cleaiing- 
out-Book.” 

From this desciiption it will be seen that when a sum is 
received to the credit of a current-account, it is entered in 
the Eeceived- Waste-Book, copied from thence into the Day- 
Book, and from thence into the Current-Account-Ledger. 
When a cheque is paid^ the debit of a current account it is 
entered from the cheque itself mto the Paid-Waste-Book, the 
Day-Book, and the Gurrent-Account-Ledger. 

When a sum is received for a deposit receipt, the sum is 
entered before the receipt is granted in the Deposit-Eeceipt- 



Book, and afterwards in tke Receipt-Waste-Book and Day- 
Book. When a deposit receipt is paid, it must be discharged 
in the Deposit-Eeceipt-Book, then entered in the Paid-Waste- 
Book, and afterwards in the Day-Book. 

When a bill is discounted, the discount is calculated by 
the accountant, who at the same time observes if it is drawn 
on a proper stamp, and is m every respect a regular and 
negotiable instrument. If the party for whom it is discounted 
hate a current account, the full amount of the bill is placed 
to his credit, and he is debited for the interest. If he have 
no account he is paid the amount minus the discount, and 
the entry is made in the Paid-Waste-Book. The bills dis- 
counted each day are entered individually m the Discount- 
Register, and the total amount copied into the Day-Book. 
The bills are also entered mdividuaUy in the respective 
accounts in the Discount-Ledger, and under the days they 
fall due m the Discount- Journal. When these bills are due, 
the amount paid each day is entered m the Day-Book in the 
cash column, and the amount unpaid is tiansferred to the 
Past-Due-Bdl account, and is entered in the Day-Book in 
the transfer column. 

When a bill is deposited, it is entered m the Bill-Register, 
the Bill-Ledger, and the Journal. When due it is placed to 
the credit of the party by whom it was lodged, and is copied 
from the Journal into the Day-Book, thence into the Ouirent- 
Account-Lcdger If unpaid, the account is debited on the 
following day, and the bill is returned to the depositor. 

At the commencement of each day, all the entries made 
the preceding day in the Day-Book, are marked against the 
respective books by the accountant, or imder his superin- 
tendence. He also marks the Cash-Book, and checks the 
adding-up. The Customers’ Books are then compaied with 
the Current-Account-Ledger. The debit side of these books 
IS usually written up the precedmg evenmg from the vouchers 
by the tellers, or out-door clerks. The accountant writes up 
the credit- side, and sees that both sides agree with the 
Current-Account-Ledger. 
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III . — The Country Department. 

In tliis department is managed the business of the country 
banks, and of those customers who live in the country. 
When the letters are delivered in the morning by the post- 
man, one clerk takes them and enters in the Waste-Book the 
cash enclosed in the letter to the credit of the respective 
parties Another cleik takes the letters and enters the Ulls 
in the Country-Bill-Eegister, the Bill-Ledger, and the !]^11- 
Journal. The letters are then handed to a third clerk, who 
copies off into a book all tlie payments, which are to be made 
immediately in cash. This book is usually called the Draft- 
Book, as the party receiving the money signs a draft for the 
amount, which is as good as signing a receipt. If the pay- 
ment is to be made to a banker, he leceives notice in a 
printed form, called a memorandum ; but if the payment is 
ordered to be made to a private individual, he must call for 
it, and claim the exact amount. The following is the foiin 
sent to a banking-house. The right-hand side is filled up by 
the house to ‘whom it is sent, and the memorandum is paid 
through the clearing. 


London, December 1, 18 . 

^ London, December 1, 18 . 

Messrs, Steady & Co. 

Messrs. Hope, Rich dfc Co. 

Beceive of {die countrti bank\^^^ 

Fay B F, Escf, or beai ei , the 

per Messrs Hope, Rich & Co 

sum of one himdi ed pounds, on 

the sum of £100. 

account of {the countiy banhi. 

For Messrs. Steady t& Co, 

On account of \JE. F. Fsq^.'} 

£100. A Glerh 


A fouitli cleik now takes the letters, and enters all the 
advices (that is, bills advised to be paid when due) in the 
Advice-Book and in the xidvice-Jouinal. The corresponding 
cleik who answers the letters usually manages the stock 
department. Hence he observes the orders to purchase or 
sell stock, to procure powers of attorney, and other business 
of that kind. When writing a reply to the letters received, 
he notices if all the items in the letters are marked by the 
proper cleiks. If anything is wrong he is informed of it. 
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Bankers’ letters are usually short and plain, comprising only 
two or three lines. The following example includes all the 
ordinary topics. 

Messrs. Hope, Eich & Co. Bankers, London 

Country Toum, May 1, 18 , 

G-entlembn— Enclosed we remit yon sixteen bills, xalne 1,750? and 
cash 250? making together 2,000? to onr credit, and we snbjoinahst 
of payments and advices, to be made to onr debit We will thank yon 
to purchase 10,000? new fom’S, in the name of Janies Wealthy, gentle- 
man, of Stately House, near Pimce Town; and forward ns a powei of 
attorney for sale, and dividends of 200?. Consols, now standing in the 
name of Susan Thrifty, spinster, of this place Please mfoim tis of the 
respectability of Messrs John Careful & Co of Sonthwaik— they bank 
at Messrs Steady & Co Lombard Street The bill you sent ns to 
present here for payment has been paid, and we credit yon 60?. the 
amount We heiewith send yon the signatnie ot onr relative, Mr John 
Keen, who is going to London, and whose drafts to the extent of 3,000? 
we wish yon to honour to onr debit On Mr Keen’s return, which will 
be in about a week or ten days, he will bimg with him our paid notes 
We are. Gentlemen, 

Your obedient Servants, 

Keen, Bust & Co 

[eeply.] 

Messrs Keen, Busy, & Co Bankers, Country Toivn. 

London, May 2, 18 . 

Gentlemen, — We have received yom’ favour of yesteiday’s date, 
enolosmg sundries, value 2,000? , which we have passed to your credit, 
and note your hsts of payments and advices We also credit you 
1,476? 16s Qd pel Messrs Good & Co on account of John Green We 
have mqnued of Messrs Steady & Co as to the respectability of Messrs 
John Careful & Co and are infoimed they are highly respectable We 
now enclose a stock receipt for Mr James Wealthy’s 10,000? new fours, 
10,012? 10s to your debit , and also Susan Thnftj^s power of attorney, ♦ 
for which we debit you 1? Is 6c? , also a dishonoured bill on Badluok, 
noted 100? Is. 6f? to your debit and your weekly cash account and 
monthly account curient, which we trust will be found correct We 
debit you 50? for the bill you had the goodness to present for us , and 
we now enclose another on White, 120? which we will thank you to get 
accepted and return We have opened a credit m favour of Mr. John 
Keen, for 3,000? and will forward your paid notes by him as requested. 
We are. Gentlemen, * 

Yom obedient Servants, 

Hope, Eioh & Co, 
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Those London bankers who act as agents to banks, or to 
other parties m the country, will have occasion for the follow- 
ing books. The first seven are kept m the same manner as 
the corresponding books in the Town Department. All the 
entries in the Country-Ledger, as well as those m the Town- 
Ledger, must first pass through the Waste and Day-Books. 
The credit side of the Ledger is posted from the Bill- Journal 
and the Day-Book. The debit side is posted from the 
vouchers themselves, and, like the debit side of the Town- 
Ledger, will mark against the Paid-Day-Book and the 

Clearmg-in-Book.” 

1. A Country-Ledger. 

2. Country-Bill-Eegister. 

3. Countiy-Discount-Eegister. 

4. Country-Bill-Ledger. 

6. Country-Discount-Ledger. 

6. Country-Bill- Journal, 

7. Country-Discount- Journal. 

8. Advice-Book.— In this book are entered an account of 
bills advised to be paid on account of the Country Banks. 
This book is' kept ledger-wise, each bank havmg a separate 
account. 

9. Advice- Journal. — This book is similar to the Bill- 
Journal, and it contams the advices under the heading of the 
days on which they are to be paid. 

10. Credit-Book. — ^This book contains an account of the 
credit granted by a country bank in favour of any party. 
Each party has an account open for him in this book, and 
the amount of his credit is placed to this account. He is 

^ debited for such cheques as he may diaw, and the cheques 
are then passed to the debit of the country bank in the 
Country-Ledger. 

11. Acceptance-Book. — In this book are entered those 
bills which have been received from the country, and which 
reqiih'e the acceptance of the party on whom they are drawn. 
The entry incliides the date when taken out, the name and 
residence of the drawee, the legister-number, and the amount. 
There are also two vacant columns, in one of which the clerk 
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who takes the bill for acceptance enters his initials when he 
brings it back ; in the second column are entered the initials 
of another clerk to whom the bills when “ brought in from 
acceptance ” are delivered. Though this book is connected 
with the country department, it is usually kept in the town 
office. 

12. Stock-Book. — London bankers have usually powers of 
attorney from their correspondents in the country, authorizing 
them to receive dividends on the Government funds. All 
these are entered in a book called the StcJck-Book. The 
book is divided into several parts for the different kinds of 
stock, as 3 per cent. Consols, 3 per cent. Reduced, &c. &e. 
In each division are entered the powers of attorney held by 
the bank. The entry includes date of the powers, names of 
the attorneys, names of the holders of the stock, and the 
amount. These entries should be made a tolerable distance 
apart from each other, to leave room to notice any alteration 
that may take place in the amount of the stock either by 
sales or new purchases. 

Every country bank keeps an account with a London 
bank. The country banker receives from London a weekly 
statement of his cash accounts, and a monthly account 
current. The cash account is a copy of the London banker’s 
ledger. But as the London banker does not consider as 
cash anything which may not be immediately turned mto 
Bank of England notes, the cash account does not exlnbit a 
statement of the undue bills which the country banker may 
have remitted, nor of the bdls which he may have advised to 
be paid. By means of a monthly account current he has a 
full view of all these transactions. On the credit side of the 
account curient is entered the total amount of each re- 
mittance, whether it consists of bills or cash. These are 
followed by entries of “ extra ” sums of cash that have been 
lodged to the credit of the country bank by parties lesident 
in London. On the debit side of the account current is 
placed the total amount of the “advices;” that is, of bills 
advised to be paid, and also any “extra” payments of 
“ drafts ” to persons in London. Then the account is balanced, 
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and we have an easy check by which any error that may 
have crept into either the cash account or the account 
current is detected. For if both accounts be correct, the 
amount of advices not yet due, added to the balance of the 
account current, will be equal to the amount of bills not due, 
added to the balance of the cash account 

IV. — The Note Department. 

Those banks ,that issue notes will have occasion for 

A Note-Eegistee, in which the denomination, number, 
and date of the notes wiE be entered when prepared for 
circulation. The total amount of notes, as soon as they 
are received from the stamp office, or at least as soon as they 
are signed by the banker or manager, are entered to the 
credit of “note account,” and are afterwards taken down 
daily as part of the “ cash ” mthe possession of the bank. If 
the notes on hand be deducted from the balance of the note 
account, the remainder will show the amount of notes in 
circulation. Another way is to open an account for “ Notes 
in Circulation,” and to credit this account for the notes on 
hand every morning, and debit it for the notes on hand every 
night . the balance wiE show the amount of notes in circula- 
tion. There should also be a book for the “ Eegister of 
Cancelled Notes,” in order to keep an account of those notes 
which, having become unfit for further use, have been can- 
celled and destroyed. The notes when cancelled are placed 
to the debit of the “ Note Account.” 

V. — The Branch Department. 

In those banks that have blanches, the head-office keeps 
an account with each branch, in the same way as a London 
banker keeps an account with a country bank. There is 
usuaEy an additional “ Bill-Eegister ” for the bills payable 
at branches. Each branch has also two Bill-Eegisters, for 
the bills payable .at head-office, and the bills payable at 
branches, and frequently another for the bills sent for collec- 
tion to agents, where the branch does not remit all its bills 
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to the head-office, but direct to agents in other places in 
Older to be collected. Every country banker has also 
similar BiU-Begisters for " Bills payable m London,” Bills 
payable at Bristol, Manchester, &c.,” as the case may be ; 
and of course corresponding accounts must be opened in the 
General-Ledger. 

There must also be a book for entering Branch Notes 
paid.” These notes may either be placed as the debit of the 
branch on the day they are paid, or they may be carried 
daily or weekly to the debit of an account to be called 
‘‘ Branch Note Account,” and may be placed to the debit of 
the branch on the day they are sent home. 

YI . — The Q-eneral-Ledger. 

Into this Ledger, under the various accounts, will be 
entered the totals of the corresponding headings or accoimts 
specified in the Day-Book. The accounts in this Ledger 
denote the vaiious classes of operations, and the balances 
show at all times the exact state of the bank. Every 
Saturday night the totals and balances of these accounts 
should be taken off on a balance-sheet. When all the debits 
are added togethei, and all the credits are added together, 
the two sides will agree ; that is, they will be of the same 
amount. These balance-sheets may be printed and bound 
together m a book, to be called the General-Balance-Book.” 
I cannot better explain the General-Ledger than by giving 
the form of the weekly balance-sheet, with the names of those 
accounts which most banks have occasion to introduce. I 
have distributed these accounts into five classes : — 1. Lodg- 
ments. 2. Investments. 3. Expenditure. 4. Cash Account, 
with Branches ; and 6. Proprietors’ Accounts. Each bank, 
however, will open such accounts as are adapted to its 
transactions, "^^atever books the business may render 
necessary will require to have corresponding accounts The 
General-Ledger contains the summaries of all the other 
books. Thus, the account called “ Current- Accounts,” con- 
tains the summary of the Ourrent-Accoimt-Ledger. The 
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account called “ Deposit-Eeceipts/’ is a summary of the 
Deposit-Eeceipt-Book. The account called “Bills discounted,” 
is a summary of the Discount-Eegister and the Discount- 
Journal. In this way every book m the office has a corre- 
sponding summary in the General-Ledger. Hence, this hook 
is a check upon all the other books , and by means of these 
summaries, the partners or directors of a bank can see at 
once the actual state of their affairs, and can tiace the 
progress or decline of different branches of their business. 

Every branch of a Jomt-Stock Bank has a “ General- 
Balance-Book, ” and sends to the head-office every week a 
balance-sheet of its affairs as they stood on the previous 
Saturday night. At the head-office these various balance- 
sheets are consohdated, and form a general statement of the 
affairs of the whole bank. This statement comprises the 
balance of the General-Ledger at the head-office, and that of 
each branch. These statements are printed and bound toge- 
ther beforehand, so as to form a book — it is called the State- 
ment-Book, and is laid before the directors at their weekly 
meetings. The balances of the General-Ledger are given in 
the form on the opposite page (253), and those of the State- 
ment-Book in the form at page 261. 

It will be observed, that the accounts introduced into the 
balance-sheet on p. 253 are such as would be necessary to a 
London bank that had country agencies and branches, and 
issued notes. Ho such bank exists. But I have introduced 
all these accounts that each bank may take those which are 
adapted to its transactions. It wih also be observed, that I 
have kept the country business distinct from the town 
busiuess ; so that the comparative extent of each may be 
immediately perceived. I have mtroduced cash columns for 
the AMOUNTS as well as the bajjANCEs , for although the 
balances are sufficient to show the actual state of the bank, 
yet the amounts are necessary to show the business that has 
been done since the previous haK-yearly balance. 

1. The first class of accounts, under the head of Lodg- 
ments, are all credit accounts ; that is, the balance is on the 
credit side. 
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Amounts and Balances of the GrENEBAii-LEDaEB m 

Amounts Pr 

Balances Di 

Titles of Accounts 

ll 

Balances Or 

Amounts Cr 






i 

j 

I Lodgments 

London Cm rent Accounts 
Count! y ditto 

Deposit Receipts 

Bills Deposited (m London) 
Ditto (from the Country) 
Notes in Circulation 
Credits^ln Agents 

II Investments 

Bills Discounted (in London) 
Ditto (iiom the Country) 
Past-Due Bills 
Government Stock 

East India Bonds 
Exchequer Bills 

Loans to Customers 

Ditto to Biokers 

Interest Account 

III Expenditure 

Bank Premises 

Rent 

Taxes 

Salanes 

Stationery 

Incidental Expenses 

Law Expenses 

IV Cash Account, vith 

Branches. 

Branch A 

Branch B 

Branch C 

Branch D 

V Proprietors’ Accounts 

Paid-up Capital 
Preliminary Expenses 
Dividend Account 
Unclaimed Dividends 
Surplus Fund 

Proht and Loss 

Fund for Bad Debts 

General Account of Cash 
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OuEEENT Accounts are those which are usually kept by 
the London bankers, and are called by the Bank of England, 
‘‘ Drawing Accounts.” Deposit Beoeipts are more perma- 
nent lodgments, upon which the joint-stock banks allow 
interest. The account “Bills Deposited,” not being a 
cash account, might be omitted without deranging the balance 
of the General-Ledger. If introduced, its balance must be 
placed on both sides the balance-sheet, or the totals will not 
agree. The General-Ledger is no check upon the accuracy 
of this account. It should, therefore, be checked periodically, 
by taldng off the daily amounts current from the Journal, 
and comparing the total with the balance of ‘‘Bills Deposited 
in the General-Ledger.” 

Some banks distribute their bills deposited into several 
accounts, as “ Bills Deposited by Agents,” “ Bills Deposited 
by Branches,” “ Bills Deposited by Private Parties,” &c. &c. 
On the debit side of the General-Ledger these “bills de- 
posited” are mixed with the bills discounted in different 
accounts, according to the places where the bills are payable, 
as “London BiUs,” “ Manchester Bills,” “ Branch Bills,” &o. 
Those deposited bills that are payable in the place where the 
bank is established, are usually distinguished from the dis- 
counted bills; one account bomg called “Local Bills Dis- 
counted,” and the other “Local Bills Deposited.” 

Notes in Cieculation. — ^When the notes are made pay- 
able at any other place beside the place of issue, this account 
will only show the “ apparent circulation,” as the notes that 
have been paid by the agents, or at the other branches of the 
bank, cannot be brought mto the account until they have 
been returned for re-issue. I have classed this account under 
the head of Lodgments, because it denotes a portion of the 
debt due from the bank to the public. 

Ceedits on Agents. — ^When a bank grants a Bill, or 
Letter of Credit, upon their agents, the money received is 
placed to the credit of this account. When the bill is due, 
or the credit paid, it is placed to the debit of this accomit, 
and to the credit of the agent’s cash account. The business 
of some banlrs requires a subdivision of tlieir credits, as 
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“ Credits on London Agents,” Credits on Bristol Agents,” 
&c. Some banks bave also an account for “ Credits on 
Branches .but, where all the credits granted are payable on 
demand, they are usually placed at once to the credit of the 
cash account of the branch on which they are drawn. 

2. Investments.*— The accounts belonging to this class are 
all debit accounts ; that is, the balance (if any) is always on 
the debit side. 

In the foregoing balance-sheet it is presumed that all the 
bills are payable in London, as the London bankers do not 
discount bills payable elsewhere. The division into two 
accounts is merely to show the comparative extent of the 
town and the country business. The first account includes 
the bills discounted for parties resident m London, and the 
second includes the bills discounted for parties resident in the 
country. Where the bills are payable at different places, 
they are referred, as I have already intimated, to different 
accounts, as “L9ndon Bills,” “Bristol Bills,” “Manchester 
Bills,” &c. It is not usual, in these cases, to distinguish 
between the bills discounted and the bills deposited, but to 
place them together on the same account ; for instance, the 
account “London Bills” would include all bills payable in 
London, whether discounted or deposited. If thought 
proper, however, they may be easily divided into separate 
accounts, as “ London BiUs Discounted,” and “ London Bills 
Deposited.” 

Past-due-Bills. — When a discounted bill is not paid, it is 
transferred to the debit of this account. “ Bills deposited ” 
never pass into this account, but if unpaid, are returned to 
the parties by whom they were deposited. 

When the bank purchases “ Government Stock,” “ Exche- 
quer Bills,” “India Bonds,” &c, the purchase money is 
passed to the debit of an account raised for the purpose. 
Upon re-sale the account is credited for the money received, 
and the difference between the money invested and the money 
received is passed, at the end of the year, to the debit or the 
credit of profit and loss account 

Loans. — This account is debited for the amount of any 
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loan granted to 4 *cnstom.er, or to any other party, on secu- 
rity. When a customer wants ' a temporary advance, the 
usual way, in London ba’nhi^'is, not to let' him ovei draw his 
account, hut to place to his credit the sum he may require, 
and debit the loan account. The interest is charged upon 
the full amount of the loan. When the loan is repaid, this 
account is ciedited. 

8. Expenditube. — ^The accounts under this head require 
little explanation. “ Bank Premises ” is debited for the 
expense of altering, painting, &c , the buildings and offices 
connected with the hank. The other accounts are debited 
for the different classes of expenditure as they occur. At 
the end of the year these accounts are credited, and the 
several amounts are placed to the debit of profit and loss 
account. 

4. Oa,sh Account with Branches. — The title of this 
class of accounts is sufficiently explanatory. I will only 
observe, that in some banks each branch keeps a distinct 
cash account with every other branch, and with the several 
agents of the bank with whom it may have transactions. 
But, in other banks, each branch passes all its transactions 
through its cash account with the head-office. It debits the 
head-office for whatever it may remit to either a branch or an 
agent, and it credits the head-office for whatever sums it may 
receive from a branch or an agent. 

5. Proprietors’ Accounts. — ^This class of accounts refers 
to the internal operations of the bank. 

Paid-up Capitau. — ^If the capital has been paid up at 
different times, this account may be divided into First 
Instalment,” “ Second Instalment,” “ Third Instalment,” (fee. 

Preliminary Expenses.— -Several joint-stock banks have 
passed to an account of this sort the expense of forming the 
company ; and these expanses are discharged out of the 
profits, by equal portions, in the course of five or ten years. 
This is considered a more equitable mode than to pay these 
expenses out of the profits of the first two or three years. 

Surplus Fund. — ^When the whole of the annual profits 
are not divided among the partners or proprietors, the surplus 



m Banking. 257 

is transferred to an account, called “-Surplus Fund,” where it 
, remains for the- purpose of being applied to meet any losses 
or contingencies that inay occur m after years. 

Peofit aj^J) Loss. — To the credit of this account is placed 
all interest and commission received ; and to the^ debit is 
placed all interest paid. These entries are made at the time 
the transactions occm\ At the end of the year this account 
is credited for all the profits that have been made during the 
year upon Government Stock, Exchequer Bills, &c., and is 
debited with the several items of expenditure. The Profit 
and Loss Account may be subdivided mto several accounts, 
as “ Interest Eeceived on Bills Discounted,” “ Commission 
Eeceived,” “Interest Paid on Deposit Beceipts,” “Charge 
for Agency,” &c. &c. When it is not thus divided, a com- 
plete abstract of the account should be made out at the end 
of the year. 

Geneeal Account of Cash. — The introduction of this 
account makes the General-Ledger a perfect check upon the 
other books. For by this means the total of all the balances 
of the debit side of the Geneial-Ledger are equal to the total 
of all the balances of the credit side. To the debit of tliis 
account is passed, every day, the total amount of the credit 
side of the Day-Book ; and the account is credited for the 
amount of the debit side of the Day-Book ; consequently, the 
balance of this account will be always on the debit side, and 
wiR be equal to the diffeience between the sum of all the 
other debit balances, and the sum of the credit balances; 
that IS, it will show the amount of cash m the bank. The 
General-Ledger is always kept on the progressive plan,* so 
that the balance of any account can be seen upon inspection ; 
and its progress from any past period can be distinctly and 
readily traced. 

VII . — Periodical Balances. 

Daily Balance, — ^It is well known that bankers try then 
balance at the close of their busmess every night, with a 
view of collecting any errors that may have occurred duiing 
See page 240 
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the day. The process is Yery easy. If to the amount of the 
Oash-Book last night, we add the amount of the cash 
received to-day, and deduct the amount of the cash we have 
paid, the remainder will he the amount of the Cash-Book to- 
night, If, on trial, we find this is not the case, there must 
he some eiror. Suppose, for mstance, the Cash-Book last 
night amounted to 100,0002., and we have received 40,0002. 
and paid 50,0002. to-day, then will the Cash-Book to-night 
amount to 90,0002. The trial stands thus — 


Cash-Book last mglit . £100,000 
Beceived-Day-Book , 40,000 

£140,000 


Paid-Day-Book . . £50,000 

Cash-Book to-mght . . 90,000 

£140,000 


The daily balance, therefore, is nothing more than the 
balance of the Day-Book , and the only books employed are 
the Day-Book and the Cash-Book. But as these books, 
when finally closed, include the amount of several other 
books, the trial is usually made (for the purpose of avoiding 
alterations) on a half-sheet of paper, called the tiial paper, 
previous to those entries being made, and then the amounts 
of these several books are stated separately, in the following 
manner . — 


BANKma HOUSE. 


Dr. 

Amount of Cash-Book last 
night . . . . 

[This IS usually called the 
Best] 

Ditto of Received-Day- 
Book . . . 

Ditto of Bill-Journal 
Ditto of Discount-Jomnal . 


Amount of Paid-Day-Book . 
Ditto of Olearmg-m-Book * 
Ditto of Balance* of the 
Clearmg 

Do of Oash-Book to-mght 
Ditto of Balance of Money- 

Book 

Ditto of Discount-Eegistei 


" The balance of the clearing! is always to the credit of the 
house ; for, if the clearing “ takes out,” then the hank notes 

* When a hank does not “ clear ” these items are of course omitted, 
f For an account of the hooks m the cleanng department, see the section on 
London Bankers 
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paid away at the Clearing-house axe entered in continuation 
of the clearing-out; so "that, in this case, the balance is 
usually thrown a small sum on the other side. When the 
clearing is finally closed, the notes forming tins balance are 
entered in continuation of the clearing-in, and subsequently 
in the Cash-Book. The notes enteied in the clearmg-out 
are, of couise, not entered in the Cash-Book. 

Weekly Balances. — ^The daily balance checks the 
Waste-Books, the Discount-Eegister, the Journals, the Day- 
Books, the Lists, and the Money-Books. If any errors occur 
in any of these books throughout the day the balance will he 
wrong. But the daily balance does not check the Current- 
Account-Ledger, though this is the most important book of 
all. The Ledger is therefore “marked off” every morning 
against the Day-Book, the Bill-Journal, and the Clearmg-in- 
Book : but this is not a sufficient check. Hence the balances 
of all the accounts in the Cmuent-Account-Ledger should be 
taken off weekly in a book called the Current-Account- 
Balance-Book, and added together, and the amount made to 
agree with the balance of " current accounts ” in the General- 
Ledger. This is usually done by the London bankers quar- 
terly or half-yearly. When the Ledger is kept on the pro- 
gressive plan, it may be done weekly without much trouble. 
The “ Ourrent-Account-Balance-Book ” should be ruled so 
that the names of the parties having accounts may be placed 
under one another at the left-hand, and all the rest of the 
left-hand page, and the whole of the right-hand page, divided 
into double cash columns : one column for the balances of 
the accounts when in cash, and the other for the balances 
overdrawn. On this plan it will not be necessary to write 
the names more than once in seven weeks. 

In the same way the balances of the Discount-Ledger 
should be taken off weekly in the “ Discount-Balance-Book.” 
The balances of the General-Ledger are also taken off weekly 
in the “ General-Balance-Book ” in the way I have already 
described. 

Hale-Yeaely Balance. — ^The weekly balancing of the 
Ledger does not preclude the necessity for a half-yearly 

s 2 
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balance. Tbe usual clays for balancing are the last days of 
June and December. Some banks, however, balance on the 
last Saturday in June and December, and others on the 
30tli of June and on Chnstmas-eve. On the balancing day 
the following operations are passed thiough the books: — 

1. The current accounts will be debited for any interest or 
commission that may be due from the paity to the bank. — 

2. The Current-Account-Ledger will be balanced, and the 
balance will be brought down as the commencement of the 
transactions of the ensuing half-year — 3. The customers’ 
books must be balanced, and made to agree with the Current- 
Account-Ledger. — 4. The interest due upon the outstanding 
deposit leceipts must be calculated, and the sums added 
together. — 5. The General-Ledger must be balanced, and at 
the December balance the amount standing to the debit of 
the several classes of expenditure must be passed to the 
credit of those accounts, and to the debit of profit and loss 
account, and the several sums of profit that have been real- 
ized upon Government stock, India bonds, &c. are transferred 
to the credit of profit and loss account. 

For each half-year a book must be provided to be called 
the Half- Yearly-Balance-Book. This book will contain the 
following entries . — 

1. A balance-sheet showing the balances of the respective 
accounts in the General-Ledger in the same w'ay as the 
weekly balance-sheet.— 2. A debtor and creditor balance- 
sheet, showing the exact condition of the bank. — 3. An 
abstract of the profit and loss account. — 4. A list of all the 
balances of the current accounts — 5. A list of all the out- 
standing deposit receipts, and the interest due upon each. — 
6, A hst of all discounted bills ourrent, i.e., bills not yet due. 
— 7. A hst of all deposited bills current. — 8 A list of all 
other securities, distingmshing those that belong to the bank 
from those that are lodged by its customers. 

The debtor and creditor balance-sheet will contain the 
same amounts as the balance-sheet of the General-Ledger, 
(see page 253,) but differently arranged. They may be dis- 
posed according to the following form : — 
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Statement of the Afaii s of the BunJc, on_ 


_BAmiNG COMPANY 


Head Office, Town 
Ditto, Country 
Branch A . 
Blanch B . 
Branch C . 


Don TO TitD Bank 
ON OVEKDKAiirN AC- 
COUNTS 

Head Office, Town 
Ditto, Countiy 
Branch A 
Branch B 
Branch C 


I Total Deposit Keoeipts j 


Fund tor Bad Debts 

Head Office 
Branch A 
Branch B 
Branch 0 

Total Amount of? 
Fund for Bad Debts ) 


Bills Discounted 
Head Office, Town . 

Ditto, Country 
Blanch A 
Blanch B 
Branch C 

Total Amount of Bills? ' 
Discounted . j 
Loans 
Head Office 
Branch A 
Blanch B 
Blanch 0 

Total Amount of Loans 
Investments 
Government Stock 
Lxcliequei Bills 
Indu Bonds 
Other Investments 
Total Investments 
Total available Assets . 

Expenditure 
Head Office 
Blanch A 
Blanch B 
Blanch G 
Total Expenditure 
Past-Due-Bills 
Head Office 
Branch A . 

Blanch B 
Branch 0 

Total Amount of Past-? ' 
Due-BiUs j 

Sundry Accounts 
Stamp Account 
House Account 
Ditto Branch A 
Ditto Branch B 
Ditto Blanch 0 


Forfeited Shares 
Dividends 
Unclaimed ditto 
Surplus Fund . 

Prolit and Loss 

Total Sundry Accounts 


Gentral Account 
or Cash 
Head Office 
Branch A 
Blanch 0 
Branch C 


Total 
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The abstract of the profit and loss account may be made 
out in the following form • — 


Ahstraet of Profit and Loss Account, from Jan 1, to Dec. 31. 

Dj. 





To Bank Premises , . 
Furniture . 

Rent ... 

Salaries 

Stationery . . 
Incadental Expenses . 




By Interest on Bills dis- 
counted 

By Interest on Loans 

By Oomnnssion on Cui- 
lent Accounts . . 

By Pioflt on Exchequer 
Bills, &c. 




Total Expenses . . . 

Loss on bad Bills, &c 
Balance in favour of the 
Bank 










1 



1 



At the end of the year the final balance of the profit and 
loss account is transferred to other accounts accoiding to the 
purposes to wliich it is to be applied. If intended to be held 
as a surplus fund,” it is transferred to that account. If 
intended to be divided among the proprietors, it is trans- 
ferred to a "dividend account,” which is raised for that 
purpose. If the balance of the profit and loss account should 
be against the bank, then it must remain " on the wrong 
side,” until further profits shall turn the balance the other 
way. 

Besides the books connected with the business of banking, 
every joint-stock bank will require, 

1 . A SHAR3DHOLDEES’-EEaiSTBB.~In this book the names 
of the shareholders are entered chronologically in the order 
in which they become shareholders. The entry includes 
the date, the name, residence, number of shares, and sum 
paid. 

2. Tearsper-Eegistek.— In this book are entered the 
transfer of shares from one proprietor to another. The entry 
mcludes date of transfer, from whom transferred, residence, 
ledger-folio, to whom transferred, residence, purchase-money, 
transfer stamp. 
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If a proprietor in. a jomt-stock bank wishes to dispose of his 
shares, he directs a stock-broker to sell them in the market. 
After the sale the bioker gives notice to the directors of the 
bank in the followmg form — 


London, the day of 18 

To the Directors of Banking Qom:pan,y. 

Gentlemen, 

Please to fie^re the necessary documents for transfeiung 
Shares, fi om the name of of 

to of 

the c<Ms%derrati<m for which 

Shares is & 

Bi oher, 

of 


The deed of transfer is then made out according to a 
printed form prepared by the bank. This agreement is 
liable to a stamp duty, varying according to the amount of 
the purchase-money. When shares are transferred for a 
nominal consideration, say five or ten shillings, the stamp 
duty IS thirty shillings. 

The following is the scale of stamp duties upon the transfer 
of shares in joint-stock banks : — 


Consideration not exceeding 



£ s 

d. 

£25 . 

, 0 2 

6 

50 . 

..05 

0 

75 

0 7 

6 

100 

0 10 

0 

125 . 

0 12 

6 

150 

0 15 

0 

175 

0 17 

6 

200 . 

1 0 

0 

225 

1 2 

6 

250 

..15 

0 

275 

1 7 

6 

300 

1 10 

0 

350 

1 15 

0 
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£ s d 

£400 ... . ..200 

450 2 5 0 

500 2 10 0* 

550 . . . . . 2 15 0 

600 . .3 0 0 

Above £600 then for every £100 or fractional part . . . 10s 

Tiansfers for Nominal Consideiation (55 Geo. m cap 184 ) 30s. 

Most Joint-Stock Banks cliarge fees upon transfers. Some 
ckaige a fee of one skilling per share upon a transfer of five 
shares or above, and two shillings and sixpence per share for 
any number less than five shaies. Wheie tliere is no pecu- 
niary consideration there is usually a fixed payment for each 
transfer. 

3. Propeietors’-Ledgbe. — ^I n this ledger each proprietor 
has an account open, in the same way as in a cash-ledger. 
He is Cl edited for the number of shares ; and an entry is 
made of the different instalments he may pay. When he 
sells or transfers his shares, he is debited the shaies, and they 
are placed to the credit of the party who may have purchased 
them. The entry includes the date, number of register, calls 
and transfers, number of shares, and amount. 

HI. We shall now consider those Improvements of which 
the above system is capable, so as to lender it more efficient 
in large establishments. 

As a bank increases its business, it becomes of importance 
to improve its system of book-keeping, and to adopt means of 
increasing the efficiency of its clerks. A large establishment 
can generally be conducted with a less pro;portionate number 
of hands than a small one. It admits of a more extensive 
application of the principle of a division of labour. In a 
small bank, one clerk may keep two or three books of various 
kinds, or perhaps act as both cashier and accountant. But 
in a large bank, each clerk is in general kept wholly to one 
employment. The effects of this separation of occupations is 
the same in hanks as in manufactories ; and the description 
of these effects given by Adam Smith will equally apply to 
both cases. 
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“ The great increase in the quantity of work whieh^ in consequence of 
the diTision of lahoui, the same numhei of people are capable of per- 
forming, IS owuig to tluee diffeient circumstances . first, to the increase 
of dexterity m eveiy particular workman, secondly, to the sayrng of 
time which is commonly lost m passmg from one species of work to 
another , and lastly, to the myention of a gieat number of machmes 
which facihtate and abridge labour, and enable one man to do the woik 
of many ” 

The increase of dexterity by constant practice is very 
ohseivabie in the practice of “casting up” A clerk who 
is much accustomed to this operation will cast up a long 
column of figures with singular quickness and accuiacy. It 
IS also veiy observable in “calling over.” Besides, owing 
to the abbreviations we have mentioned in p. 232, a clerk 
in callmg over will speak so rapidly that an unpiactised ear 
will hardly be able to follow him. Mr. Babbage gives the 
following instance of great dexterity acquired by piactice : — 

“ Upon an occasion when a laige amount of bank notes was required, 
a oleik m the Banlc of England signed his name, consistmg of seven 
letters, includmg the mitial of his Christian name, five thousand three 
hundred times duimg eleven woikmg horns, and he also arranged the 
notes he had signed m parcels of fifty each 

The loss of time in passing from one operation to another 
is as obvious in mental processes as in those which are purely 
mechamcal. 

^‘■’When the human hand or the human head has been for some time 
occupied m any kmd of work, it cannot instantly change its employment 
with full effect The muscles of the limbs employed have acquired a 
flexibility durmg their exeitiou, and those to he put mto action a stiff- 
ness durmg rest, which renders every change slow and unequal in the 
commencement A similar result seems to take place m any change of 
mental exeition , the attention bestowed on the new subject is not so 
perfect at the first commencement as it becomes after some exercise.'^ 

The invention of expedients for facilitating and abridging 
labour is also as common in a hank as in a manufactory. 

Mr. Brancis has recorded, in his ‘ History of the Bank of 
England,’ a variety of improvements introduced into that 

* * The Economy of Machinery and Manufactures,’ by Charles Babbage. 

t Ibid. 
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establishment by Mr. William Rae Smee, a son of the chief 
accountant. 

He proposed an alteration in the cheque office, by which 
he stated that the work which employed thiee principals and 
twenty-one clerks would be done more effectually by two 
principals and seven clerks. In the cnculation department, 
the posting which formeily took fifty now employs only eight 
cleiks. And the whole of that department, if now conducted 
upon the old system, would probably require nearly eighty 
additional assistants. In the National Debt Office Mr. Smee 
introduced such measures that “the directors were enabled 
so far to consult the accommodation of the public as to 
enable the transfers in the various offices to be made eight or 
nme days later than usual, the business which formerly occu- 
pied about thirty-two days being accomplished in about 
twenty-three.” ^ 

Similar improvements have been introduced into commer- 
dial book-keeping. 

“ The old method of jotirnalizaiig and posting each transaction sepa- 
latoly unnecessarily swells the accounts in the ledger with a multi- 
phcity of figures, which greatly inci eases the difficulty of balancing, 
and, to say nothing of extra labour and loss of time, the habihty to error 
IS always in proportion to the number of entires, and vice vend If a 
hundred sums are posted when one would answer, then a hundred 
chances of error are incurred where only one was necessary , and m the 
event of an eiror m ad3ustmg the accounts, a hundred entries must Ire 
called over and examined mstead of one "f 

The expedients introduced to improve any system of book- 
keeping have for their object either the saving of time directly 
by abbreviating the entiies, or to save time indirectly by new 
modes of preventing or detecting errors. And it may be 
observed, that a minute alteration, hardly worthy of being 
adopted in a small bank, where it would save but a few 
minutes a day, may be very properly adopted in a large 
estabhshment, where the time saved would be in propoitioii 
to the greater extent of business. Sometunes an entry may 

* ‘History of the Bank of England its Times and Traditions, ’ by John 
Fiancis, vol ii p 141 

t ‘Doubly Entry Elucidated,' by B. P Postoi, p 18 
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be sbortened by omitting some of the particulars. Thus, 
where we have been accustomed to enter with eveiy bill — the 
name of the last indorser — ^the drawer and his residence — the 
accepter and his residence — the date, term when due, and 
the amount — ^we may properly perhaps omit some of these 
items. Or where we have repeated the same entry in seveial 
books, we may enter it in fewer books — or perhaps make the 
individual entries in only one book, and enter the total 
amount in the others, — or, at other times, the whole form of 
a book may be changed, and we may by a new anangement 
obtain the same results more clearly and in less time. 
Almost every bank will occasionally make some alteration 
of this kind as its business may require. And even each 
accountant has usually some little expedients of his own 
for facilitating his daily operations. We will notice a few of 
those amendments that have been adopted with the view of 
saving time and labour m some of our banking estabhshments. 

Some large banks have adopted the “ horizontal system of 
book-keeping,” which is m some lesirects an impiovemeiit on 
the system described in the former editions of this work. 
The chief difference is in the mode of ruling the Eeceived 
and the Paid-Waste-Books. 

The Eeceived-Waste-Book, instead of being ruled as de- 
scribed in p. 237, has fmr cash columns, three at the loft 
hand as you face the book, and the fourth at the right hand, 
with a space between the third and the fouith. The different 
items of a credit entry, instead of being placed under one 
another, as in the former system, will be jilaced separately in 
the first three columns, and the total in the fourth column. 
Thus, if a sum of SdSi!. 10s. Id. be received from Mr. Smith, 
and this sum consists of 3L 10s. Id m coin or money, lOOZ. 
in a Bank of England note, and 440?. in a cheque on Jones, 
Loyd, & Oo , the entry will stand thus : — 


Money 

Bank 

Notes 

Sundries 

Name 

Total 

£ 

8 

d 

' £ i 

£ 1 8. |(7 

Smith 

e 

8. Id 

3 

10 

7 

100 i 

440 1 0 1 0 1 

j Jones, Loyd & Oo 

543 

10 7 
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Thus it is seen that tlie first column is for money, the 
second column for hank notes, and the third column for 
“ sundries that is, for all other articles ; and these three 
columns aie added together “ liorizontally,” and the total 
brought out into the fourth cash column at the right hand. 
It will be observed, that the cashier has to add the items 
together, not longways, but crossways — not longitudinally, 
but horizontally.” After a little practice one way is just as 
easy as the other. 

Some cashieis prefer having two columns only at the left 
hand, and two at the right hand, with the space between the 
second and thiid column, as the numbers of the bank notes, 
and the names of the bankers on whom the cheques are 
drawn, can then be placed on the same hne, but this is not a 
matter of much consequence. 

Now, if you cast up ” the first left-hand column, you will 
have at the close of the day the total amount of money, i. e. 
com, received during the day. If you cast up the second 
column, you will have the total amount of bank notes. The 
third column will give the total amount of “ sundries.” And 
the amount of these three columns together will be equal to 
the fouith column, contaimng the total amount of the credits. 
If this should not be the case, there must be some error, 
which must be discovered forthwith Thus the Horizontal- 
Eeceived-Waste-Book is a check upon itself. As soon as the 
cashier gets to the bottom of a page he casts up his book, 
and sees that the three columns are exactly equal to the 
fourth. Thus he keeps his book light as he goes on. Whereas, 
in the former system, any error m the Received-Waste-Book 
would not be discovered till the General Balance was tried at 
the close of business, and not then, perhaps, until after a long 
course of marking off.” 

To simplify my explanation, I have described the Received- 
Waste-Book as havmg only four cash columns, and these are 
perhaps enough for a small bank. But large establishments 
have sometimes seven or eight, perchance m the following 
order ; — 1. Money, i. e. com. % Bank notes. 3. Parcels of 
bank notes, called sundiies. 4. Country notes. 5. Cheques 
on clearing bankers. 6. Cheques on bankers who do not 
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clear. 7. Cheques on our own bank. a space. 8. The 

total amount of the ciecht. 

The Horizontal-Paid-Waste-Book is ruled with three cash 
columns. One to the left foi the amount of the cheque paid; 
then an open space for the name, then a column for the 
bank notes, and another for the money, i. e. coin. The 
London bankeis do not pay away any bills or country notes 
in exchange for cheques, but only Bank of England notes 
and coin. The entry stands thus . — 


Amount of 
Cheque 

Name an<l 

No of Bank Note 

Bank 

Noteb 

Money 

£ 

s 

cl 


£ 

£ 

s- 

d. 

101 

4 

3 

White 1473. 

100 


4 

3 


The amount of the columns containing the bank notes and 
tlie money will of couise be equal to tlie column containing 
the amount of the cheques And thus this Paid- Waste-Book 
contams a cheque upon itself. 

The Honzontal-Paid-Waste-Book may have at the left 
hand two cash columns, one for the town and the other for 
the country departments, and also a separate column for the 
country notes ; thus : — 


Town 

Country 

Country 

Notes 

Name 

Bank 

Paid 

Money 














This prevents the necessity for having both a Town and a 
Country Paid- Waste-Book, while the two departments are 
still kept distinct. The country notes are also separated, and 
can be checked by themselves When all are added together, 
the total of the tlnee columns at the left must be equal m 
amount to the total of the two columns at the right hand. 
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The articles paid must be equal to the bank notes and money 
which were issued in payment. 

We shall now point out some of the advantages of the 
horizontal system of keepmg the Waste-Books. 

First As all the receipts and payments of money, i. e. 
coin, are entered individually in the Eeceived and Paid- 
Waste-Books, and the amounts added together, it will not be 
necessary that these sums be copied individually into the 
Money-Book. The total amount only of each column is 
entered in the Money-^ook at the close of the day’s business, 
and the Money-Book is balanced. Thus, all the time em- 
ployed m making the entries individually in the Money-Book 
is saved. 

Secondly. As aU the credits to current accounts are added 
together in the Eeceived- Waste-Book, it is not necessary they 
should be entered individually in the Day-Book. They can 
be individually posted direct into the Ledger, and the total 
only be entered in the Day-Book. The same remark will 
apply to the Paid- Waste-Book. This is another saving of 
time and labom\ 

Thhdly. Every Waste-Book, as we have already inti- 
mated, is a check upon itself. We have spoken of a Ee- 
ceived- Waste-Book, and a Paid-Waste-Book, as though a 
bank had but one — and m small banks this is the case. But 
hi large banks, there are seven or eight cashiers or more, each 
having a Eeceived-Waste-Book and a Paid-Waste-Book for 
the town department, and another Eeceived- Waste-Book and 
Paid-Waste-Book for the country department, with a Supple- 
mentary-Eeceived- Waste-Book, and a Supplementary-Paid- 
Waste-Book, and a Money-Book besides. Now, it is a great 
advantage to have the means of keepmg all these books free 
from errors during the day, and to know at night that they 
are all correct. If the “ Balance ” be wrong, the field of in- 
quiry is thus very much limited, and the time that would 
otherwise be employed m checkmg the Waste-Books is de- 
voted to the examination of the other books of the bank. 

Fourthly. This plan gives the means of checking sepa- 
rately those items that have a column appropriated to them. 
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Take, for example, tke column of bank notes If we add to 
the amount of bank notes on hand last night the amount 
received to-day, and deduct the amount paid away, the re- 
mainder should be the amount on hand to-mght. When this 
IS the case the bank notes are right In the same way we 
may check the money columns, the clearing columns, &c. 
Thus, when the trial balance is wiong, we can check these 
items separately, and thus more readily discover the error. 
'Without this expedient we should have to “mark off” the 
whole busmess of the day. 

It will be observed that the above Waste-Books lefer only 
to receipts and payments on cuiTent accounts. All other 
receipts and payments are entered in a Supplemental y- 
Eeceipt-Book, and a Supplementary-Paid-Book. These books 
aie ruled in the same way as the other Waste-Books, and 
they embody entries in connexion with deposit receipts, 
received or paid, ci edits or debits to inteiest accounts, debits 
to salaries, taxes, incidental accounts, &c. &c. All these 
items are then entered in the Day-Book, from whence they 
are posted into the General-Ledger. A book is also provided, 
usually called a Transfer-Book, in which are entered aU the 
cheques on the bank p)aid m by other customers, as these 
merely cause a transfer of the amount from one customer to 
another. 

Books which are designed chiefly as registries or summaries 
should be kept on the horizontal system. Thus, a London 
bank which keeps an account with the Bank of England, will 
have to lodge to its credit notes, gold, sdver, post-bills, 
cheques, dividend warrants, &c. 

To keep a registry of this, a book may be opened hori- 
zontally — ^the first column at the left hand being the date, 
and then these words bemg entered over separate columns, 
at the top of the page; afterwards a column for the total 
amount of all these items — ^then a credit column for the 
cheques drawn each day — and then the daily balance. If 
this book be made of such a size as to contain about tliirty 
lines, then each page will contain the tiansactions of a month. 
And, by adding up the columns, the figures at the bottom of 
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tlie page will show the separate amounts of notes, gold, silver, 
&c. paid into the Bank of England, in the course of a month. 
By comparing the different pages, it will be seen on what 
months the largest, or the smallest sums are paid into the 
bank. 

In constructing Tables it is also best to follow the hori- 
zontal system- Thus, to keep a record of the weekly returns 
of the Bank of England, it is best to arrange the items into 
columns, with the heading at the top of each column — the 
first column containing the dates of the several returns. It 
will then be easy to trace the fluctuations in any one item ; 
such, for instance, as the “Public Deposits,” “the Private 
Deposits,” “ the Best,” &c. &c Some of the Betmiis pub- 
lished in the Appendix; to the Parliamentaiy Evidence of 
1847, have been arranged on this principle. 

We will now notice some further improvements that have 
sometimes been adopted by large banks in their system of 
book-keeping. The great object of all these improvements is, 
as we have already mentioned, either to save time directly, 
in making the entries, or indirectly, by preventing or dis- 
covering errors. These are — 

1. The abolition of the Discount-Begister. Here the bills 
are entered at once in the Discount-Ledger, under the names 
of the respective parties for whom they are discounted ; and 
the total amount of bills discounted each day is entered in 
the Day-Book from the Interest-Book, which contains the 
calculations of discount. The only objection to this plan is,’ 
that the space in the Discount-Ledger does not admit of so 
full a description of the bid as is usually given in the Dis- 
count-Begister, The BiU-Begister is also abolished in the 
same way. 

2. The adoption of a Check-Ledger facilitates the discovery 
of errors, and thus diminishes the time employed in searching 
for them- Though this book is called a Check-Ledger, it is 
not kept ledger-wise. It is ruled with a cash column on each 
side the page. In the column opposite your left hand you 
enter, from the cheques themselves, all the cheques paid 
during the day In the right-hand column you enter, from 
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tlie Beceived- Waste-Books all tke credits of the day. When 
yon add np these two columns, they will of course agree with 
the amounts of the Paid-Waste-Book and the Beceived- Waste- 
Book. Thus the accuiacy of the Check-Ledger is insured. 
Now, where the balances of the Current-Account-Ledger are 
checked every week, you employ the Check-Ledger to test 
their accuracy in this way. If to the amount of the balances 
of the Current- Account-Ledger last w'eek, you add the total 
credits entered in the Check-Ledger during the week, and 
deduct the total debits entered in the Check-Ledger during 
the week, the remainder will show the total amount of the 
balances of the Ourrent-Account-Ledger for the present week. 
Each Current- Account-Ledger will have a Check-Ledger, and 
thus each Ledger will be checked separately, so that when 
the total balance is wrong, it will at once be seen in whicji 
Ledger the error has occurred. 

Time is sometimes lost by a cleric taking up the wrong 
book — opening it, putting it down, and then taking up the 
, right one. A cashier, for instance, will sometimes take up 
the Paid- Waste-Book instead of the Beceived-Waste-Book. 
To prefent this, the two books may have covers of different 
colours — one white, the other green. Time may be lost by 
two clerks wanting the same book at the same time. The 
ledger-keeper may want to post from the Beceived-Waste- 
Book when the cashier is using it. To prevent this, there 
may be two sets of Waste-Books — one for Mondays, Wednes- 
days, and Fridays, and the other for Tuesdays, Thursdays, and 
Saturdays ; and, to prevent mistakes, the names of the days 
should be written in large letters on the covers of the books. 

IV. We will now make a comparison between the sy-stem 
of Book-keeping practised by Merchants, and that practised by 
Bankers 

The merchants have their Waste-Book, Journal, Ledger. 
The bankers have their Waste- Book, Day-Book, Ledger. 

In both cases the Waste-Book is the book in which trans- 
actions are first entered But tliis book is capable of sub- 
division ' it contains a record of various transactions, some of 

VOL. I. T 
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whicli may be entered in separate books. Bankers have their 
Keceived, Paid, and Supplementary Waste-Books ; also their 
Deposit-Eeceipt-Book, Discount Eegisters, and other books 
subsidiary to the Waste-Book. So merchants have their 
Waste-Books subdivided into various books, according to the 
nature cf the transactions. There is the Invoice-Book, con- 
taining an account of all goods purchased , the Sales-Book, 
containing an account of all goods sold , a book for “ Bills 
Eeceivable,” containing a list of all bills in the merchant’s 
hands, which when due he will receive; another for bills 
payable, containing a Est of all bills he has accepted, and 
which when due he will have to pay; a Cash-Book, con- 
taining an account of all cash he receives or pays away ; and 
several others, varymg according to the character and extent 
of the business. Now aU these subdivisions of the merchant’s 
Waste-Book resemble those of the banker’s in two things — 
first, they are all chronologically — ^they contain a record of 

the transactions m the order of time in which they occurred : 
and, secondly, all the transactions thus recorded must after- 
wards, upon the system of double entry, pass, either indi- 
vidually or in totals, through the book which merchants call 
a Journal, and bankers call a Day-Book. 

The words “Journal” and “Day-Book” have the same 
meaning , and in this instance the use of the two books is 
similar. But in the merchant’s Journal individual trans- 
actions may be entered, while in the banker’s Day-Book they 
are always entered in totals. Thus the total amount of 
“ Bills Discounted,” and .the total amount of credits and 
payments on current accounts, are entered in the Day-Book, 
but not the individual items Another difference is, that 
over each entry m the merchant’s Journal you state to what 
account it is to be posted ; for every entry is posted to two 
accounts — to the debit of one account, and to the credit of 
the other. And this is denoted by Dr. being placed befoie 
the name of the account to be debited. Thus, if a merchant 
buys some goods for ready money, the Journal entry is 
preceded by — 


(roods J)r, to Cash ; 
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implying that the account “ Goods ” is to be debited, and the 
account Cash ” to be credited. On the other hand, if he 
sells goods for ready money, the transaction will be journalized 
thus . — 

Qakh Dr. to Goods. 

If he sells goods upon credit to John Erown, it will be — 

John Brown Dr to Goods. 

If he sells goods for a bill of exchange, it will be — 

Bills receivahle Dr. to Goods. 

If he sends goods abroad, as a speculation, in the ship 
Adventure, he may raise an account for the ship, and say — 

Ship Adventure Dr. to Goods. 

The entries in the banker’s Day-Book are made daily, but 
the entries in the merchant’s Journal are generally made 
once a month. 

The Ledger. — We hawe stated that in the merchant’s 
Ledger every entry is made twice — one account being debited, 
and another credited — and these two accounts are indicated 
in the Journal. This is what is called book-keeping by 
double entry. If it be asked, whether bankers keep their 
books by double entry ? — ^the answer is, that those bankers 
who have no General-Ledger (and this is the case with not a 
few of the private bankers) do not keep their books by 
double entry. The Current-Account-Ledger is not kept by 
double entry. It contains none but personal accounts, and 
its accuracy is tested only by the periodical balancings. The 
banker’s Ledger, that corresponds in this respect with the 
merchant’s Ledger, is not the Current-Account Ledger, but 
the Geneial-Ledger. This is kept by double entry. In a 
ledger kept by double entry, the sum of all the debit 
balances will be equal to the sum of all the credit balances ; 
and the sum of all the debit amounts wiU be equal to the 
sum of all the credit amounts. When this is not the case 
there is an eiror in some of the accounts. This is the case 

T 2 
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with, the banker’s General-Ledger But, as the transactions 
are not posted indmdnaUy, hut only in totals, the double 
entry does not appear on the face of the accounts. Thus, if 
a bill be discounted for a customer, and the amount placed 
to the credit of his current account, the Journal entry, 
on the principle of mercantile book-keeping, would stand 
thus : — 

Bills Discounted Dr. to Current Accounts. 

But the bill discounted is placed to the debit of the account 
of “ Bills Discounted,” in a total of all the biUs discounted 
on that day. And the amount is placed to the credit of 
Cuirent Accounts, in the total of all the sums received to 
the credit of Current Accounts on that day. Thus, the 
“ double entry,” though equally real, is not so apparent as 
though the transactions weie posted individually. 

So, agam, if a country banker should discount a bill, 
and the customer ask for a draft on his agent in London, 
the Journal entry, on the commercial system, would stand 
thus . — 

Bills Discounted Dr. to Drafts on London. 

It would go to the debit of “ Bills Discounted,” in the total 
of all the bills discounted that day, and it would go to the 
credit of “Drafts on London,” in the total of all the drafts 
on London issued on that day. 

The accounts in a merchant’s Ledger are usually classified 
into Personal Accounts, Beal Accounts, and Profit and Loss 
Accounts. The Personal Accounts are the accounts of 
persons who may owe the merchant money, or to whom he 
may owe money. The Eeal Accounts are accounts denoting 
property, such as cash, bills receivable, bills payable, mer- 
chandize, ship adventure, Ac. The Profit and Loss Accounts 
aie rent, commissions, expenses, and aU other accounts which 
are ultimately transferred to the debit or the credit of the 
Profit and Loss Account. 

The banker’s General-Ledger has no Personal Accounts, 
as these are all kept m the Current-Account-Ledger. The 
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usual accounts are those I have enumerated m page 253, and 
aie all eitlier Eeal Accounts or Profit and Loss Accounts. 

It would be quite possible (but not desnable) to introduce 
all the Personal Accounts into the banker’s G-eneral-Ledger, 
and thus to form the Cun ent- Account-Ledger and the Cene- 
ral-Ledger into one, and keep the whole by double entry. 
In this case we should omit the totals of Current Accounts, 
now introduced into the General-Ledger, and insert eveiy 
transaction individually. If John Brown drew a cheque on 
the bank, the Journal entry w’ould stand thus : — 

John Brown Dr. to Cash. 

And if he paid m money to Iris credit, the Journal entiy 
would stand thus . — 

Cash Dr. to John Brown. 

All the entries passed to the Dr. and Cr. of these Personal 
Accounts would of couise pass to the Cr. and Dr. of Cash. 
Indeed, all the entries to the Dr. and Cr. of Cash would be 
the same as are now made in the Check-Ledger, except that 
the debtor column would be called creditor, and the creditor 
column would be called debtor. By the use of such a 
Check-Ledger as we have described, page 272 (for there are 
various kinds of Check-Ledgers), the Current Accounts are 
virtually kept by double entry , and we have the additional 
advantage that, when there are moie than one Ledger, we 
are enabled to check each Ledger separately. 

To accountants in banks where a General-Ledger is not 
kej)t, it appears strange that “ Cash ” should be credited for 
money which is paid away, and debited for money which is 
received. But this strangeness will vanish, if for the word 
“Cash” they would fix in their mind the woid “Cashier.” 
If they had an account with a cashiei, they w’ould of course 
debit him, as they do their banker, for all moneys they jiaid 
into his hands, and ciedit him for all moneys they drew out. 
And the difference between the amounts of these debits and 
credits would be the balance either in then favour, or against 
them. 
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In tlius comparing the commercial and the hanking sys- 
tems of book-keeping, I ha.ve hitherto supposed that all 
merchants keep their books by double entry. But this is not 
always the case with the smaller houses. And then their 
system more nearly resembles the system of those bankers 
who do not keep a General-Ledger. 

“In keeping ‘books by single entry, the Daily-Books are 
kept in the same manner as m double entry, with the ex- 
ception of a column of reference to the Ledger in each book, 
winch takes the place of a column of reference in the 
Journal — ^this book being dispensed with. The entires are 
posted dneetly from the Daily-Books into the Ledger. In 
the Ledger, by single entry, strictly speaking, there ought to 
be only one kind of accounts ; namely, Personal Accounts, 
includmg all persons to whom a merchant becomes indebted, 
and all persons who become indebted to him.”* 

It will be seen from this account, that, in mercantile book- 
keeping by single entry, the merchant’s Ledger resembles 
the Current-Account-Ledger of the banker. In single entry 
the'merchant dispenses altogether with his Journal ; but the 
banker usually retams his Day-Book, even when he does not 
keep a General-Ledger. But, in this case, the Day-Book 
contains only the debite and credits, individually, of the Cur- 
rent Accounts, which are posted afterwards into the Current- 
Account-Ledger. In the horizontal system, as we have 
stated, the debits and credits of the current accounts are not 
entered individually m the Day-Book, but the total amounts 
are taken from the Paid and Eeceived Waste-Books. 


Wallace’s ‘ Pocket Guide to Oommeicial Book-Keeping ’ 
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SECTION xiri. 

BANKING CALCULATIONS. 

When a biU is discounted, tiie party is credited for tlie 
full amount, and debited for the interest. The interest is 
calculated from the day on which the bill is discounted to the 
time it falls due. The shortest way is to make use of an 
interest book ; but if it be done with the pen, the following 
rale may be useful. Multiply the amount of the bill by the 
number of days. To the product add one-third of itself, one- 
tenth of that third, and one-tenth of that tenth. From the 
total strike ojff four figui es to the right for decimals. This 
wdl give the interest at 5 per cent, in pounds and decimal 
parts of a pound. The decimals are to be brought into 
shillings and pence, by multiplying by twenty and twelve. 
The interest of any sum at a different rate per cent, may be 
found m the same way, if you multiply the principal by twice 
the rate of interest, and strike off five figures for decimals 
instead of four. 

JExamjjk — It IS required to find the interest of 5001. for 
ninety days at 5 and per cent. 

£ £ 

500 piincipal 500 pimcipal. 

90 numbei of days 7 twice the rate of intoiest 

l-3rd 45000 3500 

1-lOth 15000 90 aumber of days 

1-lOth 1500 

150 l-3id 315000 

1-lOth 105000 

6 1650 1-lOth 10500 

20 1050 

3 3000 4 31550 

12 20 

3-6000 G- 31000 

12 

Answer — 61, Ss Sd at 5 per cent 

„ 41 6s Sd at 3J pel cent 3-72000 

It must bo observed, however, that this method of calcula- 
tion IS not exactly coircct ; 1;t produces nearly a farthing too 
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miicli on every lOZ. of interest. In calculating large sums 
tlierefore, the amount of these farthings must be deducted. 

This mode of calculation is founded upon the rule, that 
whenever you have to divide by any number under 100, you 
may divide by 100 ; after having added to the dividend such 
a proportion of itself as the difference between the divisor 
and 100 bears to the divisor, the result will be the same as 
though you had divided in the usual way. This rule is best 
explained by an example. 

Suppose you have to divide 2500 by 40. Now if 40 be 
subtracted from 100, there will lemain 60. The proportion 
which 60 bears to 40 is 1^. If then you add to the dividend 
1|- times itself, and divide by 100, you have the quotient 
required, thus — 

2500 

2500 

1250 

62 50 Answer, 62J 

Now then, to find the interest upon any sum for one day, 
you may divide by 7,300, or, striking off the ciphers, by 78; 
The number required to make up 100 is 27. What is the 
proportion between 27 and 73? If you take the third of 
73, a tenth of that third, and a tenth of that tenth, you have 
something more than 27. And if you add to 73 one-third of 
itself, one-tenth of that third, and one-tenth of that tenth, 
you will have lOOx^, which divided by 100 will give l-j-^,-^. 
As the proportion is not exact, the interest given by the 
above rule will always be too much, which is 

about a farthing in every lOZ interest 

In taking the interest for any number of months, it will be 
useful to remember that the interest of IZ. for one month at 
5 per cent, is Id. Thus the interest of lOOZ. for two months 
IS twice a hundred pence, or 16s. bcZ. The interest upon 
shillings and pence is never taken into the account. If the 
fraction is more than 10a it is regarded as IZ. ; and if it be 
less, it is not noticed. 

The interest for any number of months, at any rate per 
cent., may be found by multiplynfg the number of months by 
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the rate of interest with this sum divide 1,200. By this 
quotient divide the piincipal, and yon have the interest 
required. 

BxampU — What is the interest of 10,000?. at 4 per cent, 
for thiee months ^ 4 multiplied by 3 gives 12 — divide 1,200 
by 12, and you have 100 ; then divide 10,000 by 100, and 
you have 100?., the interest required. 

To find the interest of any sum of money at 6 per cent, for 
any number of months.* 

Rule . — ^Multiply the number of pounds by the number of 
months, cut off the unit figure, and the remainder is the 
answer in shillings. The unit figure multiphed by 1|- will 
give the pence. 

Example . — ^What is the interest of 13,476?. 10s. 8c?. for 6 
months at 6 per cent per annum ^ 

£ 8 d 

13,476 10 8 
6 


404 • 5 10 

Having obtained the interest of any sum at 6 per cent , 
it is easy to find the inteiest at 1-|-, 2, 3, or 4 per cent, by 
taking I, or f the interest, as the case may be. 

To find one year’s interest at any rate per cent. 

Rule . — ^Multiply the money lent by double the rate per 
cent., reject the unit figure, and you have the answer in 
shillings. 

Example . — What is the interest of 27?. 10s. foi one year at 
3 per cent ? ^ ^ 

27 10 

6 double tbe interest 

16 5 0 
12 

6 0 Answer, 168 6c2. 

* Tins and the subsequent lules may be louiid illustrated lu Ciossley’s ‘ Intel- 
lectual Calculatoi,’ m Fryer’s ‘ Mental Aiithmetic,’ and in siimlai woxka. 
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To find the interest of any sum of money at 5 per cent, for 
any number of months. 

Uule . — Take the pounds as pence, and multiply by the 
months. 

Pxam'ph . — What is the interest of 120Z. at 5 per cent, for 
8 months ? 

8 

120 pence = 10 

8 number of months 

£4 0 0 Answer. 

To find the interest of any number of days at 5 per cent. 

Mule — ^Multiply the days by one-third of the pounds, or 
the pounds by one-tlnrd of the days, reject the unit figure, 
and you have the answer in pence — IST.B. As this rule is 
founded on the assumption that the year consists of only 360 
days, you must deduct one penny from every six shillings of 
interest. 

JExamph — What is the interest of 120Z. for 21 days at 5 
per cent. ? 

£ 

120 Or, 21 days 

7 = I of 21 days 40 = ^ of the pounds 

12)84,0 12)84,0 

7 shillings Answer 7 shilhngs Answer 

There is often a difference in the amount of interest 
according to the method of calculation, either by months or 
by days. A month from the 10th of February to the 10th of 
March, is only 28 days , but from the 10th of March to the 
10th of April, a month is 31 days. The half year fiom the 
1st of January to the 30th of June, is 181 days ; but from 
the 1st of July to the 31st of December, the half year is 184 
days The interest of 10,000/. for six months is 250/ • for 
181 days it is only 247/. 18s. lid. ; for 184 days it is 
252/. Is. Id Mr Eeader has published a series of Time 
Tables, showing the number of days from every day m tlie 
yeai to any other day in the year. 

Interest tables, calculated at any rate of iiiteiest, may 
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occasionally be employed to ascertam tKe interest on any 
sum at a different rate. This is done by taking that propor- 
tion of the prmcipal, or of the time, which the given rate of 
interest beais to the rate of the interest tables. For example, 
if it be necessary to ascertain the 'discount on a bill of 100?. 
for 50 clays at 4 per cent., and you have interest tables 
calculated at 6 per cent. ; you may take eitlier four-fifths of 
the time or four-fifths of the amount. For, the interest of 100?. 
for 40 days, or the interest of 80?. for 50 days, at 5 per cent , 
IS equal to the interest of 1001 for 60 days at 4 per cent. 

When a bill is discounted, bankers charge interest on the 
full amount of the bill, and take it at the time. Thus, if a 
biE be discounted at 5 per cent , they will obtain moie than 
5 per cent, on the money actually advanced. This is allowed 
by law, and is not liable to be set aside on the ground of 
usury. Should it be necessary in other cases to allow dis- 
count or rebate, the mode of calculating it would be thus : — 

HxaTTvpU . — What is the rebate at 5 per cent, on a sum to 
be received a year hence ? Then, as 105 is to 100, so is 100 
to the sum required. 

105 • 100 100 Answer, 95Z 4s. 

100 

105) 10,000 (95 
945 

550 

525 

25 

20 

105 ) 500 ( 4 

420 

80 

12 

105 ) 9G0 ( 9^^ 

945 

15 

When you have to find the interest of a large sum for one 
clay, you may strike off tw'O figures from the right hand, and 
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take tke interest of the remainder for 100 days. Thus, if 
yon have to find the interest of 4,786,347Z for one day, take 
the interest of 47,863?. for 100 days, then take the interest of 
47? for one day, and add the two sums together. The 
interest of 1?. for 100 daysfis the same as the interest of 100?. 
for one day. It may he given as a general rule, that a 
different time and sum may be employed provided they 
yield the same product when multiplied together Thus, the 
interest of 10,000?. for one day is the same as the interest of 
1000?. for 10 days. 

Bankers differ in their mode of calculating the interest 
upon current accounts. Some have an Interest-Ledger, or 
cash columns ruled in the Ourient- Account-Ledger, in which 
they state the interest upon every individual item in the 
account. Thus, for instance, the general balance takes place 
the 30th of June, and the 31st of December. If a sum of 
money is paid in on the 1st of May, the interest is calculated 
on that amount from the 1st of May to the 30th of June, and 
IS then earned to the credit of the party’s interest account. 
On the other hand, if a cheque be drawn on the 1st of May, 
the interest is calculated and carried to the debit of the 
inteiest account. On the 30th of June, the interest account 
IS balanced, and the balance is carried to the debit or credit 
of the paity’s current account. Other bankers take off the 
balance of the current account into a separate book (or have 
columns rpled in the ledger for brmgmg out the balances *) 
for every day, from the 1st of Januaiy to the 30th of June , 
add, all these amounts together, and then take the interest of 
. the total for one day. To take the interest for one day is a 
very easy operation. The interest of any sum for one year 
at 5 per cent is one-twentieth part of the principal, and the 
interest for one day is the 365th pait of the interest for a 
year. Now, 365 multiplied by 20 gives 7,300. You have 
then only to divide any sum by 7,300, and you have the 
mteiest of that sum for one day at 6 per cent, per annum. 
The interest of any sum for one day at any other rate than 5 
per cent may be found by multiplying the principal by twice 
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the rate of interest, and dividing the product by 73,000, But 
the best way is to make use of Gilmer’s Interest Tables, 
published by Sims and MTntyre, of Belfast Similar Tables 
have also been published by Mr. Coulthart, manager of the 
Ashton-under-Lyne Jomt-Stock Bank. 

Banks who compound for the stamp duty on their notes 
and twenty-one day bills on London calculate the sum to be 
paid by ascertaining the amount in actual circulation every 
Saturday night. The amomits for all the Saturdays m the 
half-year being added together, and divided by 20, the 
number of weeks, the quotient shows the average amount in 
circulation durmg that period, and the duty paid is at the 
rate of 3s. 6d. per cent, upon this average amount. This is 
at the rate of 7s. per cent, upon the average annual amount 

To ascertain what denomination of notes remains the 
longest m circulation, let the total average circulation for 
any given peiiod be represented by the number 1,000 ; and 
let the amount of each particular denomination be represented 
by a proportionate part of 1,000. Then let the total amount 
of notes paid dmung the same period be represented by 1,000, 
and the amount of each denomination of notes be pioportion- 
ally ascertained , then place these two series of numbers in 
juxtaposition, and it will immediately be seen what deno- 
mination of notes remain out the longest. For instance, if 
the average amount of a banker’s circulation consist of 

20.0007 in 51 notes ; 15,0007 m 107 notes ; 10,OOOZ in 20?. 
notes; and 5,0007 in 507 notes, then the proportionate 
numbers will stand thus . — 

Total Circulation £5 £10 £20 £50 

1,000 4:00 300 200 100 

Then, if during the same period the amount of notes paid 
of diiferent denominations have been — 15,0007. in 57 notes ; 

15.0007 in 107 notes; 12,0007 m 207 notes; and 8,0007 m 
507 notes, the pioportional numbers will stand thus : — 

Total Paid £5 £10 £20 £60 

1,000 300 300 24:0 160 

By placing these numbers under the precedmg ones, it 
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wiUbe perceived tbat the amoTint of 5?. notes paid is less 
than tbe proportional amount in circulation; and, conse- 
quently, notes of tihis denomination remain out the longest ; 
the 10?. notes remain out a less time ; the 20?. a stiU shorter 
term ; and the 50?. notes the shortest term of all. 

To ascertain how long a banker’s notes remain out, take 
the average amount in circulation for any given period, say 
three months; ascertain the amount of notes paid during 
that period. If the amount paid during the three months is 
twice the average amount in circulation, then the notes have 
remained out six weeks. If the amount paid is three times 
the amount in circulation, then the notes have remained out 
one month. The term which any particular denomination 
of notes remains in circulation can of course be ascertained in 
the way I have already described. These calculations are 
easily made by a table of logarithms. 



The following Account shows the Average Amount of Banl of England Notes in Circulation, distinguishing the Denominations, 
togethei with the Number of Days the Notes remained out, in the October Quartei 1843, 1844, 1845, 1846, and 1847 — 
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£5 

£10 

£20 

£30 

£40 

£50 

£100 

£200 

£300 

£500 

£1,000 

October Quarter, 

1847 


74 0 

73 6 

51 3 

19 3 

33 3 

37 0 

26 2 

10 9 

9 0 

10'3 

7 3 

■g 

I 

£ 

5.816.000 

3.759.000 

1.398.000 
218,000 
180,000 

1.636.000 

2.294.000 

362.000 

354.000 

803.000 

2.355.000 

October Quarter, 

1846 

Days 

SO 6 

79 5 

58 9 

20*8 

15 0 

40 1 

27 1 

12 3 

10 8 

12’0 

8 9 

Amount 

£ 

6.143.000 

4.046.000 

1.458.000 
228,000 

193.000 

1.660.000 

2.243.000 

373.000 

381.000 

794.000 

2.921.000 

fi 

S 

1 

77 8 

78 3 

58 6 

21 1 

15 5 

39 8 

29 0 

12 9 

10 8 

12-1 

10*1 

1 

<1 

£ 

5.911.000 

3.992.000 

1.473.000 

236.000 

205.000 

1.773.000 

2.383.000 

400.000 

388.000 

903.000 

3.432.000 

October Quarter, 
1844 

1 

86 8 

91 4 

66 7 

23 0 

17 2 

48 5 

34 1 

14 4 

12 4 

13*8 

10 3 

Amount 

£ 

5.651.000 

3.881.000 

1.417.000 

264.000 

221.000 

1.751.000 

2.249.000 
399,000' 

397.000 

827.000 

3.082.000 

October Quarter, 
1843 

Days 

88 0 

91 3 

67 4 

23 2 

17 4 

46-2 

84-9 

14 8 

12 2 

14*1 

12 2 

Amount 

£ 

4.879.000 

3.440.000 

1.221.000 

302.000 

264.000 

1.548.000 

1.894.000 

392.000 

370.000 

870.000 

2.924.000 

ifSOOOOOOOOOO 
CJrHCqeOrHlOOOOOO 
^ CtJ C».> Ctl Cti CfJ r-H cq CO iO o 

~-n M-j 
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In calculating commissions for 1 per cent, divide by 100 ; 
for -I per cent, by 200 ; for ^ per cent, by 400 ; for I per 
cent, by 800. 

In calculating tbe dividends on stock, if it be in tbe 4 per 
cents, the half-yearly dividends 'will be one-fiftieth part of the 
principal. Hence, multiply by 2, and divide by 100. 

If the stock be 3 per cents., the half-yearly dividend will 
be ^f^tlis of the principal. Hence, add to the principal oue- 
half of itself, and divide by 100- 
• If the stock be 3-|- per cent, add to the principal one-half 
and oue-c[uarter of itself, divide by 100, and you have the 
half-yearly dividend. 

If the stock be 3^ per cent, add to the principal one-half 
and one-eighth of itself, divide by 100, and you have the half- 
yearly dividend. 

Examples . — ^What is the half-yearly dividend on 13,476?. 
10s. 8d. 3 per cents., 3| per cents., 3^ per cents., and 4 per 
cents ? 


3 PER CENTS 

3J PEE CENTS 

3J PER CENTS 

4 PER C3ENTS 

& & d 

£ s d 

£ s d. 

-£ s. d. 

13476 10 8 

13476 10 8 

13476 10 8 

13476 10 8 

6738 6 4 

6738 5 4 

6738 5 4 

2 



3369 2 8 


20214 16 0 

-- .. 


269 53 1 4 

20 

21899 7 4 

235 83 18 8 

20 

— 

20 

20 



2 96 



— 

10 61 

12 

19 87 

1678 

12 

— 

12 

12 

— 

1152 





7 36 


10-48 

9 44 




£ s d 



Answer —3 per cent 

202 2 11 



„ 3J per cent 

218 19 10 



, SI pel cent 

235 16 9 



„ 4 per cent 

269 10 7 



In making calculations respectmg the purchase or sale of 
stock, multiply the amount of stock by the puce, and divide 
by 100. Stockbrokers have seldom any occasion to make 
these calculations, as there are books published expressly for 
their use. 



289 


on Banking. 

* To compute tlie half-year’s dividend on any amount of 
stock in the 3 or the 3|- per cents, within one penny. 

Buie — Multiply the amount of stock by 3 or 3;^, re- 
spectively. Take the umt of the pounds produced by that 
multiplication for pence, and the remaining figures of the 
pounds for shillings. But when the unit of the pounds 
produced by this multiplication is more than 4, and also 
when there are shillings or pence in this product, then one 
penny must be added to the result for the umt, and one 
penny for the shillings and pence.* 

Bzample 1. — What is the half-yearly dividend on 13,476? 
10. 8d. in the 3 per cents. ? 

£> s. d. 

13476 10 8 

3 Multiply by 3 

20 ) 4042 9 12 0 

' £202 2 9 Add 2d *s above, 202Z 28. lid 

JEmmfh 2 — What is the half-yearly dividend on 13,476?. 
10^. 8d. in the 3|- per cents. ? 

£ 8. d 

18476 10 8 
3 

40429 12 0 
3369 2 8 

20 ) 4379 8 14 8 

£218 19 8 Add 2d as above. 2181 198 lOd 

In passing through the books a purchase of Annuities, 
debit the account of Annuities for the purchase money. 
Then calculate how much per annum the annuity will yield 
upon the capital invested, recollecting that the annuity will 
expire on the first quarter m the year 1860 Supposing this 
rate to be 4 per cent., you will, when the annuity is received 
in July or January, debit Annuity account 4 per cent, 
interest on the purchase money, and credit the same account 
the amount of the annuity received. The fiist entry will be 
* Tables fotmded on tbis rule have been pnnted by Mr J. Sterland, of Margate 
VOL. 1. U 
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passed to tlie credit of Profit and Loss account. The second 
entry will be passed to the debit of Cash Account, as a return 
of capital. The balance of the Annuity account after each 
entry is made, ■will show the amount of capital that then 
remains invested in Annmties, 

The stock-brokers charge one-eighth commission on all 
pm chases and sales of stock, one shilling per cent, on 
Exchequer Bills and India Bonds. The charges are made 
on the amount of stock, not on the amount of money in- 
vested. In the purchases or sales of shares in public com- 
pames the usual charge is 5s. per share. In continuation 
accounts ; that is, where a party buys stock for money, and 
sells it for time, the charge is only one-sixteenth per cent. 
XJpon terminable annuities the charge is one-eighth per cent 
upon the money invested. “One-eighth commission” is a 
charge of 2s 6d!. (the one-eighth of a pound sterling) on 
every 100?. ; a quarter commission is, of course, 5s. The 
stock-broker usually allows the London banker one-half the 
commission. 

If the stock stands in the name of several persons, any one 
may receive the dividends, but they must unite to execute a 
sale. If one or more of the parties die, the stock is trans- 
ferred by the smwivors, without the concurrence of the exe- 
cutors or representatives of the deceased party. Hence, hf 
a father wished to give his son a certain amount of stock at 
his death, he might place the stock m his own and in his 
son’s name, and upon his death his son would become the 
actual possessor of the property. Powers of attorney made 
and executed for the sale or transfer of stock must be de- 
posited at the bank, for examination, before two o’clock, the 
day previous to being acted upon; if only for receiving 
dividends upon stock, it is sufficient to present the power of 
attorney at the time when the first dividend thereon becomes 
payable. A power of attorney for receiving dividends costs 
6s. Qd. ; and for sale of stock, 1?. Is. Qd. 

Expense of a Tbanspeb m £ £, s d £ £ s d. 

Bank Stock, not exceeding 25 0 9 0 exceeding 25 0 12 6 

India Stock . , 10 1 10 0 „ 10 1 14 0 
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The dividends on the 3 per cent. Consols are paid in 
January and July. The dividends on the 3 per cent Ee- 
duced, and on the new 3 per cent., are paid in April and 
October. This last stock bore interest at S|- per cent until 
October, 1854 ; it was then reduced to 3 per cent. ; but the 
interest cannot be farther reduced until October, 1874. 

The United States of America reckon their money in 
dollars. To turn dollars, at the exchange of 4s, 6d. per 
dollar, into pounds sterling, multiply the number of dollars 
by 9, and divide by 40 To turn pounds sterling into 
dollars, multiply by 40, and divide by 9. 

The French calculate their stock, not by the amount of 
the principal, but by the amount of the dividend. Thus, 
1,000 francs in the French rentes, denote 1,000 francs per 
annum. To calculate the purchase money for any amount 
of French rentes, first ascertain the principal. For the 5 per 
cents, you multiply by 20, and for the 4-| per cents, by 22|; 
— ^for the 4 per cents, by 25, and for the 3 per cents, by 33|. 
Having obtained the amount of stock, and the price, proceed 
in the same way as in calculating the purchase money for 
English stock 

The following quotations from Waterston’s Commercial 
Dictionary,’* will serve to explain the operations connected 
with foreign bills of exchange : — 

A foreign bill of exchange is an order addressed to a person residing 
abroad, directing him to pay a detemiinate sum of foreign money to the 
person m whose favour it is drawn, or to his order The amount of 
foreign money, therefore, to be paid is fixed by the hill, hut the amoimt 
of British money (or money of the countiy in which the drawer resides), 
to he given for the puichase of the hill, is by no moans fixed, but is con- 
tinually varying ” • 

“ Of the two terms of comparison between the money of one place 
and that of another, one is fixed, th6 other is variable The place whose 
money is reckoned at the fixed puce is, m commercial language, said to 
receive the variable price, the other is said to give the variable piice 
Hence the higher the exchange between any two places, the more it is in 
favonr of that which receives tire variable price , the lower, the more in 

‘A Oyclopseclia of Commerce, Meicanfcile Laws, Fmance, Commercial 
Gengiaphy, and Navigation,’ by 'Wilimm Watercton, Esq 

TJ 2 
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faTOTir of that which gives the yariahle price; — the exchange being said 
to he favonrahle or nnfayotirahle to any place, accoiding as a smallei or 
larger amount of the currency of that place is required for dischargmg 
a given amount of foreign payments. Thus London receives from 
Paris a variable nnmber of francs and centimes for 11 sterhng; and 
talnng the par at 25 francs 34 centimes for IZ., exchange will he 5 per 
cent m fayonr of London when it rises to 26 francs 62 centunos, and 
about 5 per cent against London when it falls to 24 francs 7 centimes ” 

“ Bill merchants study the exchanges, not only between the place at 
which they reside and all other places, but also between all those other 
places themselves, by which means they are generally enabled to reahze 
a profit by buying biUs in one place and selhng them m another , — in 
this way preventmg any great faU in the price of bills m those countries 
m which the supply exceeds the demand, and any great rise m those 
countries m which the supply happens to be deficient. Sometimes 
exchange operations aie conducted with httle outlay of capital Thus, 
if a bill merchant in London can sell a bill on Amsterdam at half per 
cent premium, and buy one at Paris at half per cent discount, and 
with the latter buy one at Pans on Amsterdam at par, he mil have 
gamed 1 per cent, by the transaction, without the employment of any 
capital , — the bill remitted from Pans to Amsteidam amvmg in time to 
meet the bill drawn there upon his coriespondent Again, a bill mer- 
chant, m order to take advantage of a piemium on the exchange, may 
obtam a credit abroad upon which he may draw bills, under the calcu- 
lation that at some future and not very distant period he will be able to 
leplace the funds at a lower rate of exchange, and thereby lealize a 
profit by the operation The central pomts foi such tiansactions are 
Hamburgh, Amsterdam, Yienna, Paris, New York, and above all, Lon- 
don, the great money change of the woild ” 

" In this country the buymg and selhng of bills on foreign countries 
IS conducted by brokers, all such transactions centrmg m the metro- 
pohs. In London the days for the negotiation of foreign bills are 
Tuesdays and Fridays, the f(yre^gn post days The brokers go round to 
the principal piei chants, and discover whether they are buyers or 
sellers , and a few of the more influential, after ascertaimng the state of 
the market, suggest a price at which the greater part of the tiansactions 
are settled, with such deviations as particular bills may be subject to 
from their high or low credit For the bills they buy on one post-day, 
houses of established credit pay on tbe following post-day, when they 
receive the second and third bills of the set, foreign bills bemg usually 
drawn m sets of three The brokerage charged on bills is 1 per mille, 
or one-tenth per cent 

“ On the evemngs of Tuesdays and Fridays, the market rates for bills 
on all the prmcipal foreign cities, with the current prices of bullion, are 
pubhshed in WetenhaU’s ‘ Coiuse of the Exchange,’ ” 
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The following are the places to which England giyes a 
certain amount of sterling for a yaiiable amount of foreign 
money : — 

Variable according to 


Amsterdam . 

. short 

£ 

1 

the Evchanges 

for 12 4.i 

Florms and Stivers. 

Do 

. 3 months 1 

„ 12 71 

do 

Kottoidam 

.* . do. 

1 

„ 12 8 

do 

Antwerp . . 

. . do 

1 

„ 26 5 

Francs and Cents. 

Brussels . . 

do. 

1 

,, 26 5 

do 

Hamburgh 

. do 

1 

„ 13 141 

Marcs and Schillings 

Pans . . 

. short 

1 

„ 25 75 

Francs and Cents 

Do 

. 3 months 1 

„ 26 2 

do 

Marseilles . 

. do. 

1 

„ 26 6 

do. 

Prahkfoit . . , 

. do. 

1 

,, 122 \ 

Batzen 

Vienna . . . . 

do. 

1 

„ 10 11 

Florins and Kreusers. 

Trieste . . . . 

do. 

1 

„ 10 12 

do 

Leghorn , . 

. do. 

1 

„ 80 37 

Lire Toso. and Cent. 

Genoa . . . , 

do 

1 

„ 26 5 

Lire and Centesnm. 


The following are the places to which England gives an 
wncertain amount of sterling for a fixed amount of foreign 
money : — 

Vanable according 
to the Exchanges 

Madrid . 3 months 86 pence for 1 Dollar of Plate. 


Cadiz , . 

do. 

361 

, 1 do. 

Naples . . 

do 

40 

, 1 Ducat 

Palermo 

do 

119i 

1 Onza 

Messma , . 

do 

120 

1 do. 

Lisbon . . . 

60 days/d 54 

1 Milreis 

Oporto . . . 

do 

531 

1 do 

Gibraltar . . 

do 

48 

1 Hard Dollar 

Vemce ' . 

do 

47 

6 Lire AustriaoM. 

St Petersburg . 

do. 

38 

1 Silver Eouble 

Eio Janeiio . 

do. 

30 

1 Milreis. 

New York 

do 

47i 

1 Hmted States Dollar. 

Calcutta 

do. 

23 

1 Company’s Pnpoe. 


To ascertain the amount of English money that ought to 
be received for a foreign bill, divide the amount of the bill 
by the rate of exchange. Thus, suppose the following bill, 
for 300 francs, were negotiated at the rate of 25 fi'ancs 65 
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cents tlie pound sterling, then divide 300 by 25*65, and tlie 
result -will be the amount in English money, 

Londres, le 18 Janvier, 18 . * B.P 300 

All vingt Feviier pioclvain veuidek payei contre ce Mandat d Votdie 

de Messzeurs la somme de tiois cents fumes 

valeur en cornpte que vovs passei ez de meme avec ou sans avis de 


A Mess%euts 

Banqums, Pans 


25 65 ) 300.00 ( 11 
2565 

•4350 

2565 

1785 

20 

25*65 ) 35700 ( 13 
2565 

10050 

7695 

2355 

12 

25 65 ) 28260 ( 11 
2565 

•2610 

2565 


••45 ^nswej, IIZ 13s llcZ 

We may observe that all bills are drawn in the money of 
the country in which they aie to be paid. 

In the cases referred to in the thud paragraph of the 
above quotation, the calculation is more complicated. To 
ascertain when it is more advantageous to send money from 
one country to another through a third country, there must 
be two “ rule-of-three ” calculations, instead of one; and if 
the number of countries is increased, the number of calcula- 
tions will be increased. But these calculations may be 
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abridged by what is called the Cham Enle,” or Conjoined 
Proportion/^ or ‘^Compound Aibitiation” The rule given 
by arithmeticians is the following: — Place the numbois 
alternately, beginning at the left hand, and let the last 
number stand at the left hand. Then multiply the first row 
continually for a dividend, and the second for a divisor. 

Example. — ^If 12 lbs. at London are equal to 10 lbs. at 
Amsteidam, and 100 lbs. at Amsterdam are equal to 120 lbs. 
at Pans, how many lbs. at London aic equal to 40 lbs. at 
Pans ^ 

Left Right 

12 = 10 72 X 100 X 40 = 48000 

100 = 120 10 X 120 = 1200 ) 48000 ( 40 

40 48000 

Ansmt, 40 lbs 

This rule is capable of two modifications. The example 
we have given, is when it is requned to find how many of 
the first sort of coin, weight or measuie, mentioned in tlio 
question, aie equal to the last. It may be required to fiml 
how many of the last sort of com, u eight or measuie, men- 
tioned in the question, are equal to the quantity of the first. 
In this case, the following is the 

Buie. — Place the numbers alternately, beginning at the 
left hand, and let the last number stand on the light hand. 
Then multiply the first row for a divisor, and the second foi a 
dividend. 

Example. — ^If 12 lbs. at London make 10 lbs. at Amster- 
dam, and 1 00 lbs at Amsterdam make 120 lbs. at Pans, how 
many lbs. at Pans are equal to 40 lbs. at London ? 

Left Right 

12 = 10 12 X 100 = 1200 

100 = 120 10 X 120 X 40 = 48,000 

40 12000 ) 48,000 ( 40 

48000 

The above examples will explain the principle of the Chain 
Eule. The following example, taken from Mr. Waterston, will 
show its application with legard to the tiansmission of money. 

London and Pans, thioiigh Hamburgh. — Pind the arbi- 
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trated rate between London and Paris when tbe exchange of 
London on Hamburgh is 13 marcs 12 schillings banco for 11 . ; 
and that of Pans on Hamburgh 184 francs 60 centimes, for 
100 marcs banco. 

This question comes under the second branch of the rule. 
It is to ascertain how many francs will be obtained* for 1?. 
sterling when sent to Pans by way of Hamburgh ; therefore, 

£1 = 220 aclullmgs Ijanco = 13 maics 16 schillings. 

Schillings 16 = 1 marc banco. 

Maiks banco 100 = 18450 cents = 184 franjCS 50 cents 
Cents 100 = 1 franc 

Then, I x 16 x 100 x 100 = 160,000 divisor. 

220 X 1 X 18450 X 1 X 1 = 4059,000 dividend. 

Answer, 25 francs 37 cents. 

It Will be seen from the above example, that on the right- 
hand side the marcs, having also fractional parts, have been 
reduced to schillings, and the francs to cents ; and hence it 
has been necessary to introduce on the left-hand, the number 
of schillings in a marc, and the number of cents in a fianc : 
16 = 1, and 100 = 1. 

Although in this case the remittance is said to be through 
Hamburgh, yet in practice the operation would be made by 
purchasing in London bills on Hambm-gh, and remitting 
those bills to Paris — ^unless biUs on Paris direct could be 
purchased on more favouiable terms. 

The calculations which refer to the transmission of gold 
from one country to another, are very important. To these 
we wiU now refer. 

In England the precious metals are weighed by the pound 
Troy. The following is the table : — 

24 Grama ma!&e 1 Pennyweight. 

20 Pennyweights , . . . 1 Ounce. 

12 Ounces 1 Pound. 

Standard gold is what is called 22 carats fine ; that is, 22 
parts of pure gold are mixed with 2 parts of alloy. This 
alloy consists chiefly, we beheve, of copper. Our silver coins 
have 18 pennyweights of alloy in the pound. 
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A pound weight of gold is coined into 44|- guineas, and in 
the same proportion for sovereigns. An ounce of standard 
gold is worth Zl. 17s. 10-|-d ; being the twelfth part of 467 
14s. dc?., the value of a pound weight of gold. 

A pound weight of silver is coined into 66 shillings ; and 
in the same proportion for crowns, half-crowns, and sixpenny- 
pieces. 

The specific gravity of gold is 19*360 ; that is, it is 19,360 
times hea-vder than distilled water. 

The specific gravity of silver is 10*474; that of copper is 
8*878. 

A cubic foot of distilled water weighs 1,000 ounces, or 
62 5 pounds avoirdupois, which is equal to 75 95 pounds troy. 

Avoirdupois weight is as follows : — 

16 Drachms .... . make 1 Ounce. 

16 Ounces 1 Pound. 

28 Pounds ........ 1 Quarter. 

4 Quarters 1 Hundred. 

20 Hundreds 1 Ton 

1 lb. avoirdupois is equal to 1 lb. 2 oz. 11 d-wts. 20 grs. troy. 

A pound avoirdupois is to a pound troy as 1750 to 1440. 

1 lb. avoirdupois of copper is coined into 24 pence — equal 
to 2407 out of a ton. The old pennies weighed exactly an 
ounce avoirdupois ; so that in buying an ounce of any 
commodity, a poor man might, if he thought he had short 
weight, use a penny piece for the weight. For some years 
past the penny has been only two-thiids of an ounce. 

The amount of gold in circulation, including that in the 
Bank of England, is variously estimated at from 44,000,000 
to 60,000,000. The silver is estimated at 11,000,000, but 
that includes the coin in the colonies.* 

We often find in the City Article of the Times, the JScono- 
mist, and other journals, paragraphs like the following : — 

The premium on gold at Pans is 7 per mille, which, at the 
English mint price of 37 17s. lO^d. per ounce for standard 
gold, gives an exchange of 25 32-^; and the exchange at 


* Commons, 3483 — 3488. 
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Pans on London, at short, being 25-26, it follows that gold is 
0 30 per cent, dearer in Paris than in London. 

By advices from Hamburgh, the price of gold is 435^ per 
marc, which, at the English mint price of 31. 17s. IQ^d. per 
ounce for standard gold, gives an exchange of 13*10:^; and 
the exchange at Hamburgh on London, at shoit, being 
13*10|, it follows that gold is 0*17 per cent, dearer in London 
than m Hamburgh. 

The couise of exchange at Hew York on London is 108| 
per cent.; and the par of exchange between England and 
America being 109|^ per cent., it follows that the exchange 
is 1-08 per cent, against England ; but the quoted exchange 
at Hew York being for bills at 60 days’ sight, the interest 
must be deducted from the above difference. 

The real par of exchange between two countries is that by 
which an ounce of gold in one country can be replaced by an 
ounce of gold of equal fineness in the other country. In 
England gold is the legal tender, and its price is fixed at 
37 17^. IQ^d. per ounce. In Fiance, silver is the currency, 
and gold, like other commodities, fluctuates in price according 
to supply and demand. Usually, it bears a premium or agio. 
In the above quotation, this premium is stated to be 7 per 
mille ; that is, xt would require 1,007 francs in silver to 
purchase 1,000 francs in gold. At this price the natural 
exchange, or that at which an ounce of gold in England 
would purchase an ounce of gold m France, is 25'32^. But 
the commercial exchange — ^that is, the piice at which bills on 
London would sell on the Pans Exchange — is 25 francs 25 
cents, showing that gold is 0 30 per cent, dearer in Paris 
than m London. Tables have been constructed to show the 
results of each fluctuation in the premium of gold in Paris. 
In the next section we shall msert a table of this kind with 
reference not only to Paris, but also to Hamburgh and to 
Amsterdam, 

At Hamburgh, again, the exchange is the other way. The 
price of a mark of fine gold is 435|- maics banco, which gives 
an exchange of 13-101 marcs and schillings against the 
pound sterling. But the commeicial exchange is 13-10|, 
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which makes a cliffeience of of a schilling ; and it follows 
that gold is 0 17 per cent, dearer in London than in Ham- 
burgh 

The Money Table of the United States stands thus : — 

10 Millea make 1 Cent 

10 Gents 1 Dime 

10 Diracs 1 Dollar 

10 Dollais 1 Eagle 

The following regulations were adopted in the year 1834 
respecting gold and foreign coins * — 

“ Be it enacted by the Senate and House of Eepresentatives of the 
United States of America, in Congress assembled, that the gold coins of 
theUmted States shall contain the following quantities of metal, that 
IS to say, each eagle shall contam 232 giains fine gold, and 258 grams 
standard gold, each half-eagle 116 grams fine gold, and 129 grams 
standard gold , each quarter eagle shall contam 68 grams fine gold, and 
64:J grams standard gold, every such eagle shall be of the value of 10 
dollars, every such half eagle shall be of the value of 5 dollars, and 
every such quarter eagle shall be of the value of 2 dollars and 50 cents ; 
and the said gold corns shall be receivable m all payments, when of 
such weight, according to their said respective values, and when of less 
than such weight, at less values, proportioned to them respective actual 
weights " 

"Be it enacted, <&o , that from and after the 31st day of July next, 
the followmg gold corns shall pass current as money within the Umted 
States, and be receivable in all payments, by weight, for the payment of 
all debts and demands, at the rates followmg , that is to say, the gold 
corns of Great Britam, Portugal, and Brazil, of not less than 22 carats* 
fine, at the rate of 94 cents and 8-lOths of a cent per pennyweight , the 
gold coins of Prance, 9-lOths fine, at the rate of 93 cents and 1-lOth of a 
cent per pennyweight, and the gold corns of Spam, Mexico, and 
Colombia, of the fineness of 20 carats, 3 grams, and 7-16ths of a gram, 
at the rate of 89 cents and 9-lOths of a cent per pennyweight ” 

Under the above Acts of Congress the English sovereign 
was made a legal tender at the rate of 94^^ cents per penny- 
weight. Hence, the Ml weight of the sovereign bemg 
5 dwts. 3‘274 grs., it was made equivalent to 4 dollars and 87 
cents ; or 487 dollars equal lOOZ But, according to a rule 

* This IS tho usual mode of expressing the fineuess of gold. The ounce is 
divided into 24 caiats If, out of tlua mass, 2, 3, oi 4 paits out of the 24 consist 
of alloy, the whole is said to be 22, 21, or 20 caiats fine 
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establislied in 1789, and ever since retained in exchange 
operations, the par of the dollar is paid at 4^. 6d sterling, 
which gives for 487 dollars 109?. 11s. Qd. The nominal par 
thus exceeds the real par 9?. 11s. 6d!., or 9||- per cent. In 
this way, when the exchange is nominally 9||- premium, it is 
really at par. The above calculations are subject to some 
slight modifications by an Act of Congress fixing the amount 
of alloy in both the gold and silver coins at one-tenth ; but 
commercially, the par of exchange between England and 
America is usually quoted as equal to 109|^ per cent. 

When we read in the above calculations that gold is so 
much dearer in one country than the other, we must not 
infer that gold can therefore be sent thither at a profit. We 
must take into account the expense of conveyance. It is 
generally considered that the charges and loss of inteiest 
attendant on sending gold to America, do not amount to 
much less than per cent. 

Before closing this subject we will make some remarks on 
our exchanges with India. It has been seen, that with this 
country we give an uncertain amount of sterling for a fixed 
amount of foreign money ; that is, we give so many pence 
(say 23 or 24) for a rupee. The lower the exchange, that is, 
the fewer pence we give for the rupee, the more favourable 
is the exchange for England. For, the lower the rate, the 
more favourable is the exchange to that country m whose 
currency the rate is reckoned. 

The following is the Table for East India Money : — 

12 Pice make 1 Anna. 

16 Annas 1 Enpee. 

100,000 Eupees 1 Lac 

100 Lacs 1 Orore 

Taking the rupee at** 2s, a crore of rupees is equal to 
1,000,000?. sterling. A lac is, of course, 10,000?. The 
figures expressing Indian money are not easily understood by 
Europeans The capital of the Bank of Bombay is , stated at 
52,26,000 rupees, and the capital of the Bank of Bengal at 
1,10,13,580 „ 1 „ 7. These figures should be respectively 
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read thus. — Fifty-two lacs, twenty-five thousand rupees — 
One crore, ten lacs, thirteen thousand five hundred and 
eighty rupees, one anna, and seven pice. 

The India Office issue in London biUs on India. They 
also discount in India bills diawn on London, taking as 
collateral security the bills of' lading and the policies of 
insurance of the goods against which the bills are drawn. 
Their advances are usually to the extent of three-fourths, or 
sometimes three-fifths, of the estimated value of the goods. 
The rate of exchange is publicly announced, and undergoes 
modification from time to time, according as the Council 
may have occasion to accumulate funds in London or in 
India.* 

In making farther observations upon the subject of this 
section, we may observe, that theie is often a great facility 
acquired in performing arithmetical operations by varying 
the numbers, and especially if we can substitute ten or a 
hundred for some other number. And sometimes we may 
change the operation, and use multiplication for addition, or 
the reverse. Thus, if we have to multiply by 15, w^e can 
multiply by 10 by adding a cipher, and then add half the 
sum. If we have to take three-fifths of a number, we may 
take the six-tenths. Instead of dividing by 25, we may 
multiply by 4, and divide by 100 ; or, instead of multiplying 
by 25, we may multiply by 100 and di'vide by 4. 

To calculate the interest on large sums at any rate per 
cent, it is usually best to find the mterest at 1 per cent, (as 
you have only to divide by 100), and then multiply by the 
rate per cent. 

It IS useful sometimes to know how many persons enter a 
bank in the course of a day, and during what hours the 
greater number arrive. To do this, set a person in the hall, 
with a paper marked 9 to 10, 10 to 11, and so on. Then, 
when a person enters a bank between the hours of 9 and 10 
o’clock, he will make a mark like a figure 1. This mark he 
will repeat as every additional person enters. He will go on 

* See the Evidence of W P Paton,-E8q and J D. Dickenson, Esq before 
the Committee of tlie House of Commons, on Commercial Distress, 1848. 
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in this way all through the day. When the hank closes, he 
will ascertain by counting the marks how many persons have 
entered the bank during each hour, and how many altogether. 
The cashiers should go to dinner during the hour in which 
the fewest people come to the counter. And if a clerk wants 
a day’s holiday he should on the day in which the fewest 
people enter the bank. It is m this way that a man stand- 
ing in the street is able to keep a register of the number of 
ommbuses that may pass him during the day. 

Occasionally we find that “ calculating boys ” have been 
exhibited who have performed arithmetical operations with 
wonderful rapidity. In some cases they have explained their 
mode of doing so. It would appear that they have in their 
mind a large multiplication table, not ending at 12 times 12, 
but extending to 50 times 50, or 100 tunes 100 ; secondly, 
they have a great rapidity of finding equivalent numbers by 
which the questions are more easily worked, and thirdly, 
they have a gi’eat power of memory, by which they can carry 
on operations in their mind without committing them to 
paper. They seemed to have these endowments by nature, 
but they may aU, m a degree, be acquired by application 
A large multiplication table may be learned by perseverance 
A facility of finding equivalent numbers may be acquired by 
study and practice. And even arithmetical operations may 
be performed by the memory. Let a person try to woik a 
sum in the rule of three in this way, in perfect darhness, and 
he will find it not so difficult as he would at first imagine. 
But the facilities thus acquued by application would, of 
course, he vastly mferior to the endowments exhibited by 
these “ calculating boys.” It is lemarkable that these boys 
are not found to retain this wonderful faculty after they are 
grown to be men. 

The various systems of artificial memory profess to teach 
the art of remembering figures This is done by turning 
figures into letters, and then formmg a woid from those 
letters, or by associating a symbol with the number, or by 
adding the letters to the end of the word. Thus, suppose the 
floor of the room in which you are sitting weie divided into 



on Banking. 303 

nine eompartmentSj and had a figure and letters in each 
compartment, thus — 


1 

B 0 

2 

D P 

3 

G IT 

4. 

5 

6 

J K 

L 

M N 

7 

8 

9’' 

P.Q 

R S 

T V 


Now, if you wished to remember the number 29, you 
might form the word “foot,” and the consonants / and i 
would give you 29. If you wished to recollect 86, form the 
woid “ room.” So, if the number were 53, it would be 
repiesented by the woid “log.” The word “book” would 
represent 14 ; the word “paper,” 778 ; and “lodger,” 5238. 
The advantage of having two letters to one figure is, that you 
can more easily form words ; for, if one letter will not form a 
Avord, the other may. Besides, if you should forget what 
letter represents any figure, by runmng over the alphabet 
you will call it to mmd. 

We have supposed these numbers and figures placed on 
the floor. Now stand in the centre of the room, with your 
face toward the window. Divide the wall before you into the 
same compartments as the floor, and place over the wall on 
the ceihng the number 10 You have then before you all 
the numbers, from 10 to 19 inclusive. Divide the wall on 
your right hand in the same way, and place over it the 
number 20. Over the wall behind you place 30 ; and ovei 
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the wall at your left hand place 40 ; and over your head in 
the centre of the ceihng place the number 50. You have 
now a local place for all the numbers, from 1 to 50. And if 
you wish at any time to recollect any one of these numbers, 
your memory wiU be assisted by calhng to mind its locality 
in this room. 

You may go farther than this. You may place in each of 
these fifty squares a symbol ; that is, the figure of a tree, a 
flower, a bird, a beast, a fish, or anything else. Yor in- 
stance • — ^In the compartments on the floor you may place 
trees, the name of each tree beginning with the letter belong- 
ing to the compartments. The compartments from 10 to 20 
may each have a flower : from 20 to 30, a bird from 30 to 
40, a beast ; and from 40 to 50, a fish. And then, if you 
wish to recollect any matter, you may form some fanciful 
association between it and the symbol. 

Dr. Grey’s system is different from that we have described. 
He represents the numerals by the following consonants and 
vowels : — 

1234567890 
bdtf 1 spknw 
*a e 1 0 u au 01 ei ou y 

Then, to recollect a date, you will alter the termination of 
the word, and place those letters that correspond with the 
figures. Thus, he calls Alexander the Great, Alex^^a, and 
the last three letters show that he died 331 years before the 
Christian era. Juhus Oassar is called Julios, showing that he 
died 46 years before the same period ; and 'Romput shows 
that Borne was founded 753 years before the Christian era. 

These systems of artificial memory have not been found in 
practice to answer the eulogiums of their professors.* Never- 
theless, they are occasionally useful in assisting the recollec- 
tion of figures. 

We shall now take a view of those Methods of Calculation 
that have a reference to Keasonmg and Statistics. 

“We shall consider the relation between a whole and its 
parts, with reference to arithmetical numbers, physical objects, 
and moral ideas. 
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“ With regard to arithmetical numbers. 

“ Any arithmetical number may be divided into as many 
parts as it contains units ; and again, a unit may be divided 
into any number of fractional parts. It is obvious, that all 
the parts into which any number is divided must, when added 
together, be equal to the whole number. A sovereign is 
equal to twenty shillings ; if, then, you receive in exchange 
for a sovereign only nineteen shillings, you will infer that 
you have not the whole. A pound weight is equal to sixteen 
ounces ; if, then, in buymg a pound of tea or of sugar, you get 
only fifteen ounces, you will infer that you have not the whole. 

“ Again, if two numbers that are equal to one another be 
multiphed respectively by any number, the products will be 
equal. If one Indian rupee be equal to one shilling and 
tenpence, you will infer that twenty rupees will be equal to 
twenty times one shilling and tenpence. So also — 

“ If equal numbers be added to equal numbers, the totals 
will be equal. 

“ If equal numbers be subtracted from equal numbers, tho 
remainders will be equal. 

"If equal numbers be divided by equal numbers, the 
quotients will be equal. 

" These maxims are too obvious to require any illustration 
They form the foundation of much of our reasoning with 
regard to figures and quantities. 

“ Addition, subtraction, multiphcation, and division are the 
four operations with regard to numbers, and these operations 
are often called into exercise, not only with regard to our 
physical, but also with regard to our moral reasonings. 

" In the Eeport of the Board of Health upon the Supply of 
Water, it is stated that the Thames, Lea, and New Eiver 
waters contain sixteen grains of lime in every gallon. ‘ The 
importance of this mineral ingredient, however, is only to be 
correctly estimated when viewed m the aggregate for the 
daily supply of water is forty-six millions of gallons, and this 
quantity will contain twenty-six tons of lime. 

“ If you are a clerk in a public office, and are behind your 
time a quaiter of an hour eveiy mornmg, iu three hundred 
days that will amount to seventy-five hours , more than equal 
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at SIX hours a-day to a holiday of twelve days m the course 
of the year. A large number of small parts will make a 
great whole. 

“The following anecdote p'oves, by multiplication, the 
importance of punctuality : — 

' A member of the Committee bemg a quarter of an hour behmd the 
time, made ah apology, saying, the time passed away without his being 
aware of it A Quaker present said — “ Friend, I am not sure that we 
should 'admit thy apology. It were matter of deep regiet that thou 
shouldest have wasted thme own quarter of an hour; but there are 
seven besides thyself, whose time thou hast also consumed, amountmg 
in the whole to two hours— and one-eighth of it only was thme own 
property " * 

“ Parties who keep omnibuses or other public conveyances 
waiting for them, should recollect that they are sporting 
with the time of all the other passengers. 

“ While we multiply in order to prove the importance of 
an object, we use division when we wish to produce a contrary 
impression. Mr. Norman, the Bank Director, published a 
pamphlet a short time ago to show the lightness of our taxa- 
tion He divided the total amount of the taxes by the total 
number of the population ; and he inferred that the taxation 
was light from the small average Amount paid by each 
individual.” 

“The facts with which this science (Statistics) is conversant 
are those which are susceptible of being represented and 
registered by figures. Its aiithmetical operations are chiefly 
mitiplication and division, the calculation of ratios, and the 
construction of tables. 

“ In tieating of the relation of a whole and its parts, I 
have observed that we employ multiplication when we uish 
to magnify the importance of any matter, and division when 
we wish to produce a contrary effect. Thus if a party wished 
to show that the Established Church is in possession of enor- 
mous wealth, he would endeavour to obtain an account of all 
ecclesiastical property, and present it in one sum. But if 
another party wished to produce a different impression, he 
would divide this sum by the number of clergymen, and 
contend that upon an average they do not receive, indi- 



on Banking. 30T 

vidually, a higher income than an educated man should 
receive for the kind of duty he performs. It was by simple 
multiplication that Mr. G. R Porter ascertained the amount 
spent annually in the purchase of Spirits, Beer, and Tobacco 
— sums which he happily styled ‘ selfdmposed taxes.’ The 
following IS the amount taken from the paper he read on the 
subject, at Edinburgh, before the Statistical Section of the 
British Association ; — 

British and Colonial Spmts . . £20,810,208 

Brandy .... . 3,281,250 

Total of Spirits . 24, 091, 458 

Beer of all kinds, exclusive of that 
biewed m piivate famil’GS .... 25,383,165 

Tobacco and snuff ... . 7,588,607 

Total self-imposed taxes . £57,063,230 

• “When we wish to compare a number of things together in 
some one respect, we employ a ratio The ratio usually 
employed is a per centage. For example, if we wish to show 
the number of crimes in each county or district, as compared 
with its population, we should jilace in one column the popu- 
lation of each county, and, in an adjoining column, the 
number of crimes in each county. We should then reduce 
these flgmes to a ratio, that is, we would, by the rule of three 
ascertain what per cent, in each county the crimes bore to the 
population. We might then, in making our comparisons, 
dispense with both the precedmg columns ; and place against 
the name of each county its per centage of crime. 

“ A series of figures may be placed either longitudinally or 
horizontally. In the former case they are called a column 
of figures , and in the latter case a row of figures. A table of 
figures combines both. Several columns of figures are placed 
side by side, but at the same time there is a connexion 
between all these columns horizontally. Such a table admits 
of being added together in two ways. You may add longi- 
tudinally, and place at the bottom the amount of each 
column; and you may add horizontally, and place in a column 
at your right hand, the separate amount of each row. You 
will understand what I mean by the following table, whicli 

^ X 2 
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I kave taken from ‘ The Statistical Companion/ pnklisked by 
T. C Banfleld and G. E. Weld, of tke Eoyal Society • — 

Classified Abstracts of the numbers of Electors in the Counties, Cities, and 
Boroughs of Great Britain, for the year 1846 The total numler of 
registered Electors in 1846 was as folloios • — 



Counttes 

Cities and 
Boroughs 

Total 

England . 

475,036 

342,342 

817,378 

Wales 

37,340 

11,205 

48,545 

Scotland . . 

48,953 

29,597 

78,550 

Totals 

561,329 

383,144 

944,473 


“ All tables are not drawn up in tkis form. Some consist 
only of a series of columns placed side by side without any 
horizontal connexion, and sometimes the columns are not 
added up longitudinally.” 

“The principle of classification — ^that is, of genus and 
species — IS of very extensive use in statistics ; and we can 
rarely apply it m any case without obtaimng some important 
information. Tliis remark is illustrated in the following table, 
from ‘ The Statistical Companion .’ — 


National Debt — Numbers and Classification of Fundholder s. 


Persons entitled to 
receive dividends 
October 10, 1846 

Persons entitled to 
receive dividends 
October 10, ISW 

Amotmt of Dividend each 

Person was entitled to receive 

No 

No. 


£ 

50.008 

51,609 

Not exceeding . 

5 

24,978 

25,274 

10 

53,829 

64,145 

» ^ ' 

50 

13,119 

13,087 


100 

6,893 

6,889 

s • • 

200 

1,903 

1,917 


300 

1,225 

1,203 


500 

529 

520 


1,000 

164 

163 

»? 

. 2,000 

92 

97 

Exceeding . . . 

. 2,000 

152,740 

154,904 




Shoving that the numhei of persons thus entitled to Dividends 
on the 10th Octobei, 1847, was 2,164 moie than at the same 
period of last year, by far the largest poition of the inciease 
being in the smallest amounts * 


* ‘ Logic for the Milhon’ — Section on the Application of Logic to Statistics, 
by J W Gilbart, DES 
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The following questions may be instructiye or interesting 
to those young men who may be disposed to work them : — 

“When a harikei discounts biUs haying two, three, six, mne and 
twelve months to lun, chaiging at the tune the discount of 4: per cent , 
what rate of interest does he obtam on the money actually advanced at 
these respective dates 

“ Suppose a bankei should lend 100,000? consols at 90, fiom the 
1st of January to the 13th day of Tehiuary, at l-16th contmuation, and 
should part with the money at 10,000? a-day m the discount of bills at 
per cent , all of which bills should fall due, m equal proportions, on 
the 10th 11th, and 12th of February, what would he gam by the 
transaction‘s 

“If a banlrer buy consols at 90 on the 1st of December, receive the 
half-yearly dividend on the 8th of January, and sell the consols again at 
90 on the 1st of February, what mterest per cent per annum does he 
receive for his money after deductmg the mcome-tax? 

“ If a Long Annuity (which expires m January, 1860) is bought at 
8i on the 1st day of March, 1849, what rate of mterest does it yield 
after paying the income-tax of sevenpence in the pound on the annuity ^ 
“Suppose theie were thirty cleiks m a bank, the jumor had 80? per 
annum and the semor 500? , and they moreased m arithmetical progres- 
sion, what IS the ratio of then mcrease, and what is the total amount 
of then salaries ’ 

“ Suppose you were asked to make an advance on a lease which had 
twenty years to run, and on which there was a net profit rent of 100? 
per annum, what advance would you make upon it, calculatmg its 
present value at 7 per cent , and takmg a margin of one-thnd its value 
“ If a bank which has 20? paid up on each share pays a dividend of 
6 per cent , how much is that per share 
“If a bank gives an annual bonus of 7s per share, on which 10? is 
paid up, how much is that per cent poi annum 
“ One ounce of standard gold is worth 3? 17s lOgc? A sovereign is 
worth twenty shilhngs What should be its weight ? 

“ A pound weight of silver is corned mto sixty-six shiUmgs What are 
the respective weights of a sixpeimy-piece, a shilling, and a half-ciowii‘^ 
“ A ton weight of copper avoudupois is corned mto 240?. in penny 
pieces What is the weight of a haMpenny-piece ^ 

“What IS the weight of a cubic foot of gold, and into how many 
sovereigns may it be corned 

“ What IS the weight of a cubic foot of silver, and mto how many 
shilhngs may it be coined 

“ What IS the weight of a cubic foot of copper, and into how many 
farthings can it be corned 


See p 297 
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“A cubic foot of gold will displace a cubic foot of water, but 
bow much wafer would be displaced by a cube of silver of tbe same 
weight? 

“ The gold that came to Solomon in one year was six hundred thiee- 
score and six talents Supposmg this to be pure gold, how much alloy 
must bo added to reduce it to standard gold, and what then would be 
the number of talents'? — Supposmg this standard gold to be taken to 
the issue depaitment of the Bank of England under the Act of 1844, and 
bank notes received m exchange at the rate of 3Z 17* 9d per ounce, 
what amount of bank notes would be received, taking the Hebrew 
talent as equal to 113 lbs 10 oz 1 dwt 10 gis troy ? — Supposmg pay- 
ment of these notes should afterwards be demanded m sovereigns, 
which are corned at the rate of 3^ 17s 10|d pei ounce, what would bo 
the total weight of these soveicigns? 

“ Eind the arbitrated rate of exchange between London and Amsterdam 
when the exchange of London on Madrid is 37 pence for one dollar of 
plate, and that of Amsterdam on Madrid is 100 forms 76 cents, for 40 
ducats of plate * 

“Bar gold in London’ is ,77s 9d per ounce standard; requned the 
arbitrated rate of exchange produced by its export to the Umted States 
for oomage, at the rate of 232g grams of fine gold foi the eagle of 10 
dollars.* 

“ Bar silver m London is 60 pence per ounce standaid , m Amsterdam 
04ir fiorms per pond fine, lequired the arbitrated rate of exchaage, the 
Netherlands pond bemg equal to 1,000 wigties, and 31 1002 wigties 
equal to one ounce troy * 

“ If the premium* on gold at Pans is per mille, and the exchange 
at Pans on London is 25 27 J, how much per cent is gold dearer m 
Pans than m London ?* 

“ If the iirice of gold at Hamburgh is 435 per marc, and the exchange 
at Hamburgh on London is 13 10|, how much per cent is gold dearer 
m Hamburgh than m London 

* These throe questions are taken fioin Waterston’s Manual of Oommeice, 
where the opeiations aie perfoimed 

t See the Table, No 18, m the next Section 
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SECTION XIV. 

BANKING DOCUMENTS. 

By banking docnments, I mean such reports, bonds, deeds, 
letters, or other writings as are used in connexion with 
banking. 

I. I shall notice those Documents that are used in the 
formation of a J oint-stock Bank. 

When any persons propose to form a joint-stock bank in 
any district, they procure the statistical returns of the district; 
such as the tables of the population — the exports and imports 
— ^the duties paid— the returns of the sales in the various 
markets — and every other information respecting the trade 
and wealth of the district. If these prove satisfactory, they 
take notice of the banks akeady established there, and observe 
whether they are joint-stock banks or private banks — ^whether 
strong or weak — and whether likely to oppose or to join any 
new establishment. If the existing banks be joint-stock 
banks, the projectors procure from the stamp-office a list of 
the shareholders, in order to observe the strength of their 
proprietaiy, and whether they reside chiefly in the district. 

Having satisfied themselves that a new bank would be 
successful, the fiist document drawn uj) is apiospectus. This 
document usually sets foith the great advantage of joint- 
stock banking to both the public and the shareholders, and 
then points out the facilities of the district in which the bank 
is proposed to be established. 

Previous to issuing the prospectus, some leading persons in 
the district are requested to become members of a provisional 
committee for the formation of the bank, and they obtain the 
assistance of an influential solicitor, to whose office the appli- 
cations for shares are usually addressed. The committee then 
appoint a secretary, or sometimes the office of secretary is 
filled by the solicitor. 
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Attached to the prospectus is the form of an application 
for shares, similar to the following : — 

[No 1.3 

^BANEINa COMPANY 

HEAD BANE 

Capital, £ m Shares, of £ each, 

Appmoation fob Shaees 

To the Frovistoncd Oomrmttee of the ^Banking 

Company 

Gentlemen, 

I heg to apply for s hares in the ahoye bank, 

upon the conditions of the published piospectus If the shares be 
granted, my utmost influence shah be exerted in support of this banlc 
I am, 

Yours respectfully, 


Name 

Business or Profession 
Residence 

[No 2] 

To the Directors of the Banking Company 

Gentlemen, 

I request you wiU allot me shares of £100 each 

in the ^Banking Company And I hereby under- 

take to accept the same, or any smaller number -which you may allot to 
me, and to pay the Deposit of £10 per Shaie thereon, and execute the 
Deed of Settlement of the Company m respect thereof, at such tunes 
and m such manner as you may aqipomt 

I am, Gentlemen, 

Your obedient servant. 


Name 

Address 

Profession or Bnsiness 
Date 

As the applications come m, they are entered in a book 
prepared for the piii-pose. In the first column is entered the 
date of the application ; then follow the name, profession, 
and residence of the applicant, then the number of shaies 
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applied for, and in a farther column the number of shares 
granted. After the committee have determined what number 
of shares to allot to each applicant, letters are addressed to 
the respective parties in the following forms : — 

Sib, 

I am instructed by the Provisional Committee of the 

P anlnn g Company, to mform you, that tliey have allotted 

yo u • s hares in the Company, and you aie requested to pay the 

Slim ot ^upon each shaie to , wheio you will 

receive the certificate 

I am. Sir, 

Your most obedient Servant, 

A. B Sea etary. 

Sib, 

Your apphcation for ^shares m the • 

Banking Company has been laid before the Provisional Committee, who 
1 egret, that in consequence of the numeious applications, they are un- 
able to comply with your request 

I am. Sir, 

Your obedient Servant, 

A B Seoetmy. 

The certificates gi anted upon receipt of the first payment 
on the shares are ditferent Some use the following form — 


No 


BANKING COMPANY 

Deposit Ceetipioate 


18 


This IS to certify, that the bearer hereof has paid the sum ol 

£ , being the allotment fee of per share 

upon ^shares of £ each, allotted to him m the capital 

stock of the above Bankmg Company 

For the Provisional Committee 


_Banking Company 


Other banks adopt the form of a receipt thus • — 

^BANKING COMPANY. 

Eeceivcd of Mr on accoimt of the above hank, the 

sum of £ bemg the deposit of per share on 

his bemg admitted a holder of. 

18 


.shares 
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After tKe sums have been received, a general meeting of 
tlie sliarebolders is called in the following form : — 

BANKDSra COMPANY 

18 

SlE, 

I am mstructed by the Provisional Committee to mform yon, 
tliat the first general meeting of the sbaaebolders in the above Bank- 
ing Company will be held at the * on 

next, for tbe purpose of snbmittmg a 

report of then proceedings, electing a board of directors, and adopting 
resolutions for the immediate constitution of the Company 
The chair will be taken at twelve o’clock 

Lest you should be unable to attend, I annex a form of proxy for 
voting, the blanks of which you must fill up before it is placed m the 
hands of a shaieholder 

I am. Sir, 

Your obedient Servant, 

_Secretary> 

Proxy poe Voting 

BANEINa COMPANY 

I, the undersigned, a shareholder m the above Bankmg Com- 
pany for ^shares, do heieby appomt also 

a shareholder therein, to vote for me, and on my behalf at the first 

general meeting of shareholders, to be held in on 

mstant 

Witness my hand, this day of ^18 

Name 
Eesidence 
No of shares 


At the general meeting the pi o visional committee make 
a report of their proceedmgs, Eesolntions aie then passed 
— 1. That the report be received and printed; — 2 That 

certain shareholders then named be appointed directors ; 

3. That the thanks of the meetmg be given to the provi- 
sional committee. The bank is now formed, and the go- 
vernment is assumed by the directors. They appoint the 
manager and other officers ; they prepare the deed of settle- 
ment , and they adopt the measures necessary for the com- 
mencement of business. 
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II — The Deed of Settlement. 

This is the deed of partnership, which must be signed by 
aU the shareholders. It fixes the name of the bank — the 
places where business is to be earned on — and the denomina- 
tion and number of the shares. It regulates the appointment 
of directors — ^the qualifications of shareholders — and the mode 
of holding meetings, tiansferring shares, and making diyi- 
dends. It also provides for the winding-up of the affairs of 
the bank, in case it should not be successful. So many joint- 
stock banks have printed their deeds of settlement, that any 
new bank would find no difficulty in procuring a copy. All 
banks now introduce a clause, providing tliat if one-thiid or 
one-fourth of the paid-up capital be lost, the bank shall be 
dissolved . and generally there is a clause authorizing any 
alteration of the deed by two successive meetings of the 
shareholders specially summoned for that purpose. 

III. — Bonds of Security ly the Officers. 

The following form may be adopted for a manager : — 

ICnow all men by these piesents, that we, A B o f 

G JD of E. F of and G. B., are held and 

flimly bound to X and Y Z.va. the sum of five thousand pounds of 
lawful money of great Britam, to be paid to the said W X and F. Z 
or their certain attorney, executors, admmistiators or assigns, for which 
payment to be well and truly made, we bind ourselves and each of us, 
and any three, or two of us, and^ om and each of our heirs, executors, 
and admioistiatois, and the hens, executors, and administrators of any 
three, or two of us jomtly, severally, and respectively, finmly by these 

presents Sealed with our seals Dated this ^day of 

in the year of our Lord one thousand eight hundred and 

Whereas the above-bounden A. B has been appointed chief manager 

of a certain public joint-stock bankmg company, called the 

, of which company, and for the general pur- 
poses thereof, the above-named W. X and F Z have been appomted 
trustees And it was agreed, that on the appomtment of the said A. B 
to be such manager as aforesaid, he should with sureties enter mto a 
bond to guarantee his fidehty and honest conduct while m the service 
of the said company And whoieas each of them, the above-boimden 
0. D., E. F , and Ci H has, at the request of the said A. B. agreed to 
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become surety for brm as aforesaid to the extent of five thousand pounds • 
Now the condition of the ahove-wntten bond or obhgation is, that if 
the said J. J5 do and shall from tamo to tune 'while he shall contmne 
m the service of the said company as the chief manager of the said 
company, dihgently and faithfully seive them, and devote the -whole of 
his time and attention to their busmess, and give such reasonable 
attendance at them banking-house, as the directors for the time being 
of the said company shall from tune to tune reqnme, and do and shall 
keep all the secrets of the said company, and mtorm the said diiectors 
of the company for the tune being of aU such letters, writings, papers, 
and oecurrences whatever as shall from time to tune come to his Imow- 
ledge lespeetmg the said busmess, and do and shall keep all the cash 
accounts, ledgers, books, deeds, -writags, and papers, belongmg or re- 
lating to the said concern m a proper and busmess-hke manner, and 
regularly answer the letters of them correspondents, and do and shall 
take due care of the moneys, securities for money, and property belong- 
ing to the said company, or placed m them custody, and do and shall 
from time to tune account for, render, and make over to the dmectors 
for the tune being of the said company, all such cash, bills, notes, and 
other securities as shall firom tune to tune come, or without his Wful 
default might have come to his hands, and shall not embezzle, conceal, 
or waste, nor permit (as far as m him hes) to be embezzled, concealed, 
or wasted by others any of the property of the said company, or which 
shall have been entrusted to them caie, and do and shall receive all the 
customers of the said bankmg-house -with civihty, and make up the 
notes or memorandums of them respective affans when necessary, and 
do and shall aS far as m him hes cause the clerk or clerks of the said 
company to give full and due attendance at them said bankmg-house, 
and there to conduct and demean himself or themselves dihgently and 
faithfully and in an orderly manner and also if the said A B do and 
shall in all other respects dihgeutly, skilfally, and faithfully demean 
and conduct lumself as the chief manager of the said company and 
moreover, if they the said Q D ,E. F , and G E them heu's, executors, 
or admimstrators, or some of them, shall and do woll and sufaciontly 
save harmless and keep mdemmfied the said company and the direc- 
tors and all otlier members thereof from and agamst all losses, costs, 
ohaiges, and expenses which shall or may happen or come to them for 
or by reason of any act, deed, matter oi thmg whatsoever, wilfully and 
improperly done, or -wilfully and improperly omitted to bo done by 
the said A. B m or durmg the said ser-nce, then the abovc--wiitten 
obhgation shall be void, but other-wise the same shall be in full force, 
Pro-vided always, and it is hereby declared, that undei the said obliga- 
tion, the said 0 D, his hems, executois, or admimstrators, shall not be 
liable to a greater sum m the whole than two thousand five hundred 
pounds, noi the said E F Ins heus, executois, oi admunstratois to a 
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greater sum in the whole than one thousand five hundied pounds, nor the 
said Q- B his heirs, executors, or administrators to a greater sum in 
the whole than me thoasand pounds As witness the hands and seals 
of the said parties 

The following is the form for a clerk * — 

Know all men by these presents, that A B , O D , and E. F are 
held and firmly bound to W X. and Y Z, m. the penal sum of one 
thousand pounds of lawful money of Great Britam, to be paid to the 
said W X and Y, Z , or their certain attorney, executors, admimstia- 
tors, or assigns, for which payment to be well and truly made, we bind 
ourselves and each of us, and our and each of our hems, executors, and 
admmistiators, and the heus, executors, and administrators, of any 
three or two of us jomtly, severally, and respectively firmly by these 
presents. Sealed with our seals. Dated this 

■Whereas the above-bounden A B has been appointed a clerk m a 

certain pubhc company, called the , of which 

company and for the general purposes thereof the above-named W X 
and Y Z have been appomted trustees. And it was agreed that on the 
appointment of the said A B he should with sureties enter into a bond 
to guarantee his fidelity and honest conduct And whereas the above- 
bounden 0. B and E F have at the request of the said A. B agreed 
to become surety for him as aforesaid to the extent of five hundred 
pounds each. Now the conditions of the above-written obligation is, 
that if the said A i? do and shall, while he shall continue m the ser- 
vice of the*' said company as such clerk, dihgently and faithfully serve 
them, and devote the whole of his time and attention to their busmess, 
and give such reasonable attendance at them office, as the chrectors or 
manager for the time bemg of the said company shall from time to time 
reqiure, and do and shall keep all the secrets of the said company, and 
inform the chrectors of the sard company for the tune being of all sucli 
letters, writings, papers, and occurrences whatsoever, as shall fi-om tune 
to time come to his knowledge respectmg the said busmess, and do and 
shall from time to tune account for and make over to the dnectors or 
manager for the time bemg all such cash, bills, notes, and other securi- 
ties as shall from tune to time come or without his wilful default might 
have come to his hands, and shall not embezzle, conceal, or waste, nor 
permit (as far as in him hes) to be embezzled, concealed, or wasted 
by others, any of the property of the said company, or which shall have 
been entrusted to them care. And also if the said A B do and shall 
in all other respects dihgently, skilfully, and faithfully demean and 
conduct himself as such clerk of the said company And moreover, if 
they the said O D and E F , their hems, exeeutois, and admmisti-ators, 
or some of them shall and do well and sufficiently save harmless and 
keep indemnified the said company and the directors and all othoi 
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members thereof from and agamst all losses, costs, charges, damages, 
and expenses, whioh shall or may happen or come to them for or by 
reason of any act, matter, or thmg ’whatsoever ■wilfully and improperly 
done, or wilfuUy and improperly omitted to he done by the said A B 
in or during the said semee, then the above-’written obhgation shall be 
void, otherwise the same shall be m full force Provided always, and 
it IS hereby declared, that under the said obligation the said 0 D , his 
heirs, executors, or administrators, shall not be hable to a greater sum 
in the whole than Jive hundred pounds , nor the said J’ his heirs, 
executors, or administrators, to a greater sum m the whole than Jive 
hundred pounds. As ■witness the hands and seals of the said parties 


IV . — Declarations of Secrecy. 

The following is the form for the directors and trustees ‘ — 

We, the undersigned persons, bemg respectively the directors and 
honorary directors, and tri^tees of the pnhho Joint-stock Company, 
called do severally declare that we ■will re- 

spectively, faithfully, and impartially discharge the several duties 
devolvmg on us as such dnectors as aforesaid, accoichng to the deed 

of settlement of the company heaimg date the day of 

and any laws and regulations that may be made in 

pursuance thereof And we do hereby pledge ourselves, and as in- 
violably as if we had taken om? oaths thereto, that we ■will observe 
the strictest secrecy on the subject of all transactions of every descrip- 
tion of the comiiany, 'with them customers for the tune being, oi with 
any other bodies or persons whatsoever, and on the subject of die 
accounts of all bodies andmdi'viduals from tune to tune having accounts 

with the said company Dated this day of 

18 . 

The following is the form for the officers • — 

Declaration of Sea ecy ly the Manageis and Clerics 

We, the undersigned persons, bemg respectively managers, accoimt- 
ants, cashiers, tellers, and clerks of the Baiikmg Com- 

pany, do seveially declare, that we will respectively, faithfully, honestly, 
and impartially discharge the several duties devolvmg on us as such 
managers, accountants, cashiers, telleis, and clerks as afoiesaid, aecord- 
mg to the directions of the directors of the company, and any laws and 
regulations that may he made by them And we do hereby severally 
pledge ourselves, and as mviolably as if we had taken our oatlis thereto, 
that we ■will observe the strictest secrecy on the subject of all transac- 
tions of every description of the company with their customers for the 
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time being, or with, any otlier bodies or persons whatsoever, and. on the 
subject of the state of the accounts of all bodies and. individuals from 
time to time havmg accounts with the said company. Dated this 
^day of ^18 

Y . — Letters of Guarantee^ 

With 1 eference to Advances or to Bills Discounted, 
Bill-brokers usually give a letter of guarantee, instead of 
indorsing the bills they have discounted with the bankers 
And sometimes one party will guarantee to tbe bank the bills 
discounted for another. 

( 1 ) 

To the Directors of the Banking Company 

Gentlemen, 

In consideration of your paying the cheques of Mr 

or otherwise advancmg him sums of money, I lioroby guarantee the re- 
payment thereof upon demand, to the extent of one thousand pounds 
I am, &c 


To the Directors of the^ 


(2 ) 


JBankmg Company, 


Gentlemen, 

In consideiation of yom* discoimtmg a bill for £ drawn 

hj A B ox C D dated at * m onths. I hereby 

guaiantee tho duo payment of the same at maturity 
I am, &c. 


( 3 ) 


Gentlemen, 

In consideiation of your discountmg the above bills, I hereby 
guarantee the punctual payment thereof as they respectively fall due 
I am, &o 


(4 ) 

Gentlemen, 

Ml John Slendei may have occasion to offer you sundry bills for 
discoimt In consideration of your discounting such of them as you 
approve of, which I request you to do, I hereby guarantee the punctual 
payment of such bills when due I am, &c 

* Tiieie are some excellent remaits on. this subject, as well as on other 
matters connected with piactical banking, in ‘ Chapters on Country Banking,’ 
by J B Eogers, (E. Wilson.) 
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VI . — A Form of Letter, 


To le signed hy a Party lodging Deeds or other Documents as Security foi 
Advances of Mo^iey 


To the Directors of the_ 


(1 ) 


Banlang Comjgany 


Gentlemen, 

I liave sent yon the title deeds, and other writings, r|lating to 
my seveial fieehold and copyhold estates and properties, in or near 

m the conniy of , and which documents 

I hereby declare are deposited with yon, as a secnrity for all sums of 
money now or^'hej'eafter to become dne from me, either solely, or jointly 
with others, to the said banlang company, either niion banking account, 
or m any other manner howsoever (mcluding interest, commission, and 
all other usual banlang charges) ; and I hoieby engage, upon request, 
to execute to you or to the tiustees of the said company, a mortgage of 
the said tenements and premises, for the bettei socurmg the said sum 
or sums of money, mtended to be hereby secured, such mortgage to 
contam a power of sale, and all other usual covenants, and to be at my 
expense I am, &c 


(2 ) 

Gentlemen, ^ 

Having this day borrowed of you £ upon a deposit 

of the under-mentioned securities, which sum is to be repaid to you 

with interest at ^er cent per annum on the 

next, I hereby authorize you, m case the said sum of £ shall 

not be repaid as aforesaid, to sell the said securities, or any part there- 
of, whenever you may think propei so to do, and repay yourselves the 

sum of £ ^and mterest, retuinmg to me the surplus (if any) or 

holding it for my account , and m the event of any deficiency, I hold 
myself responsible to you and the survivors of you for the same. 

I am, &c 


( 3 ) 

Gentlemen, 

In consideration of the loans, advances, or discounts winch may 
be made to me, or upon my request, by you, I hereby charge all oi 
any title deeds or other property belongmg to me, winch I may place 
or leave m yom' hands, with the repayment of all such loans, advances, 
or discounted biUs, together with all costs, interest, and charges thereon , 
and I hereby undertake to make an assignment by way of mortgage 
with power of sale, whenever called upon so to do, of the iiroporty 
which I may or shall be entitled to under such title deeds 
I am, &c 
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(i ) 

Gentlemen, 

In consideration of yonr discotinting for this day the 

ahoTe hills, amounting to £ , I hereby guarantee the due pay- 

ment of them as they respectively fell due I am, &c. 

( 5 ) 

To the Trustees of the Banli . 

Gentlemen, 

We request that you mil advance to us the sum of 1,000/ on 
the accompanymg Secuiities, amounting to 2,000/ , which advance we 
engage to repay on or before the 1st of January next, together with 
mteiest thereon, at the rate of 5/ per cent per annum, and m default 
thereof we hereby empower you to retam the sard Securities, for your 
reimbursements, and to dispose of them m any way you may think fit, 

I am, &c 

VII . — Memorandum of Agreement -with reference to the 
Lodgment of Leeds. 

Mbmoeandum, that on the day of in 

the year of our Lord one thousand eight hundred and fift y 

hath dehvered to 

^at their office in 

in th« ooimty of the several title deeds 

and documents mentioned and comprised in the schedule hereunto 
annexed, for the purpose of securmg to the proprietors m the sard 
hahkmg company for the time hemg, of whomsoever the same banking 
company may from time to tmo consist, all and every sum and sums 
of money which shall at any time hereafter he due or owmg from 

on the balance of his account 

current with the said hankmg company, either for money paid or 
advanced, or to be paid or advanced, by the said banking company 
unto the said , or at his re- 

quest, or which shall he secured by any bond or bill of exchange drawn 

or endorsed by the said or by any 

promissory note or other contract whatsoever, with interest for the same 
respectively, from the several times at which they respectively shall be 
advanced, or at which the said bonds, bills, notes, or other contracts 
respectively shall become due, and thenceforth until payment thereof 
respectively after the rate of per centum per annum, with com- 

mission and other usual banker’s charges, so as the same do not exceed 
in the whole the sum of £ 

doth hereby 
Y 


And the said. 

VOT, T. 
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promise and agree with and to the said IbaiLlnng company, that he the 

said , wheneyer therennto re- 

qtured by the said banking company, shall and will effectually conyey 
and assure all and singular the hereditaments and premises comprised 
m the said deeds and writings unto and to the use of the said bankmg 
company, m such manner as shall be lawfully required by them, dee 
from incumbrances , subject neyertheless to redemption on payment by 

the said of such sum of money 

as shall be therem expressed to be secured with interest m manner 
aforesaid And m the said mdenture of mortgage shall be contained 
all usual clauses and coyenants, with power of sale in case default shall 
be made m payment of the prmcipal and mterest to be thereby seemed, 

or any part thereof As witness the hand of the said 

the day and year first aboye written 

(The schedule above referred to ) 

Vni . — Cash Credit Bond. 

Almost every bank that grants cash credits has its own 
form of bond. I think the followmg as good as any that I 
have seen • — 

Know aU men by these presents, that we, A. B of , 

C! D of , and JE F of , are jomtly and 

seyeraUy held, and firmly bound to IF X of and Y Z 

of two of the trustees of the society or co-partnership 

called the , m the penal sum of 

pounds of lawful money of G-reat Britam and Ireland, to be paid to the 
said F 0 and IT. I , or then* certam attorneys, executors, admimstrators, 
and assigns, for which payment to be well and truly made, we bind 
ourselyes, and each and every of us, and our, and each and every of our 
heirs, executors, and admimstrators, jomtly, severally, and firmly 

by these presents Sealed with our seals Dated this 

of 

Whereas the aboye-botmd A. B has opened an account with the above- 

mentioned society or co-partnership, called the , at 

then* establishment at , and is desnous of bemg accom- 

modated by the said society or co-partnership, from tiMe to time, in 
some one or other of the various modes m which bankers are in the 
habit of affordmg accammodation, and to induce the said society or 
co-partnership to take the sard account, and to accommodate him from 
time to tune in some one or other of the modes aforesaid, the said A B 
and the said C B and J/ JF as his sureties, have agreed to enter into 
the above-written bond or obhgation with such conditions as hereinafter 



823 


on Banking. 

Now the condition of the above-written bond or obligation is snch, 
that if the said A. B ,G J) , and E F , ox some or one or them, or 
then, or some or one of their heirs, executors, of administrators, do and 
shall, on the demand m writing, tmder the hand of any one of the pubhc 

officers of the said society or co-partnership, called , 

well and truly pay oi cause to be paid to the said society or co-partner- 
ship, all and eveiy such sum and sums of money as upon the balance of 
any account curient, wluch now is, or at any time or times hereafter 
shall be open between the said A B and the said society or co-partner- 
ship, shall or may, from time to tune, be due and owmg horn or by the 
said A. B., his executors, or admmistiators, together with all dis- 
count, mterest, postage of letters, and commission, according to the 
usage and course of busmess, but nevertheless to the extent only of 

£ prmcipal money, exclusive of mterest and costs, in 

case such balance shall exceed the sum , and so that the above-written 
bond or obhgation shall, and may be, a contmumg security to the said 

society or co-partnership to the amount of £ prmcipal 

money, besides such mterest and costs as aforesaid, notwithstanding 
any settlement of account, or other matter or thmg whatsoever, then 
the above-written bond or obhgation shall be void, otherwise, the same 
shall remam m full force and virtue 

Signed, sealed, and dehvered 

m presence of 

The following is the form of cash credit bond used by one 
of the banks in Scotland. It will be seen that the latter 
part has a reference to the peculiar law of Scotland, and 
hence it is not adapted for the use of banks estabhshed in 
England • — 

We, A Bi C I) , and E F., consideimg that the directors of 
the banking company, estabhshed m Edmburgh, under the title of 

the , have agreed to allow us credit upon a current 

account, to be kept m the name of the said A -B , m the books of the 

said bank at its branch office m , or at such other 

office or offices of the said bapk as the directors thereof may from time 

to time appoint, to the extent of pounds sterlmg, upon 

grantmg these presents; therefore, we, the said A B , G B , and E F, 
hereby bmd and oblige ourselves conjomtly and severally, and oui hems, 
executors, and successors whomsoever, to content and pay to the 

said , or to , the present manager 

of the said bank, oi to his successors m office as manager, for behoof of 
the said banli, and the whole partners thcrom, or to the assignees of the 
said bank, or of its said manager, or lus foresaid, the aforesaid sum of 

pounds, or such part or parte thereof as the said A B. 

Y 2 
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sliall receive or draw out by orders or drafts on the said bank, m 
virtue of the aforesaid credit, and also such sum or sums of money 
as the said bank or its said manager shall stand engaged for on aecotmt 
of me the said ^ ^ , by accepted or discounted bills, letters of credit, 
guarantees, or m aijy othei manner of way not exeeedmg m all the said 

sum of pounds, over and above what of the proper cash of 

me, the said A B , may happen to be lodged on the said cash account , 
and that at anytime when the same shall be demanded, after six months 
from the date hereof, with the legal mterest thereof from the tune of 
advance, until the same be repaid, and a fifth part more of the said 
prmcipal sum of penalty, m case of failure, or proportionally effeiring 
to the sum due, and it is hereby declaied, that a stated account, made 
out from the books of the said bank, and signed by the manager, secre- 
tary, or accountant thereof, for the time with reference to tins present 
bond, shall be sufiacient without any other voucher to constitute and 
aseertam a balance and change against us, and no suspension shall pass 
upon the change so constituted and ascertamed, but on consignation 
only And we consent to the registration hereof, in the books of council 
and session, for others competent, that letters of hormng, on six days’ 
change and all other necessary execution, may pass upon a decree, to 
be mterposed hereto, in common form, and for that puipose we con- 
stitute- our Procurators 

In witness whereof, the present written upon stamped paper by 


IX. — Letters of Credit. 

* Granted by the Bank upon its Agents or Branches 

( 1 . ) 

BAimNG COMPANY 

Tu 

SiE, — There has this day been lodged at this office by 

the sum of ^for the credit of w hose 

drafts to that amount you will honour, and charge the same to the 

account of the Banlong Company 

I am, Sir, 

Your obedient Servant, 

£> Manager, 

Entered Acconntant 
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( 2 . ) 

BAmmOt COMPANY. 

No. 

To_ 

(Not Transferable ) 

SiE,— 'You wiLl be pleased to credit 

in tbe sum of and cbaige the same to the 

account of the Banking Company, 

with this branch 

I am, Sir, 

Your obedient Seryant, 

£ Manager. 

Entered Accountant 

(3 ) 

BANKING- COlfflPANY, 


Messrs 

Fans 18 

Gentlemen, 

This letter will be presented to you by 

to whom you will be pleased to pay to the extent of 

deducting your charges, and takmg for your reimbursement his drafts 
on this bank, which wiU meet with due honour 

I am, &o 


( 4 ) 


Gentlemen, 

You will be pleased to hold at the disposal of 

on his bemg identified, the sum of pounds 

shilbngs and pence sterhng, less your charges, takmg m 

reimbursement his draft on this bank, which will meet due honour, 
such draft to be drawn on account of Cbedits on Agents. 
iq'o I sm, &c 


(5 ) 

Messrs. 

New Torh 

This letter will be presented to you by Mr m 

whose fayour we beg to establish a credit for pounds 

sterhng. You will please hold this sum, or any pait thereof at his 
disposal, less your usual charges, and take m exchange his drafts upon 
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tMs bank, which will be duly honoured It is niLderstood that this 
credit IS to be available for one year from this date, at which period 
if Mr has not made use of it, yon will consider it can- 

celled We shall forward yon, m onr next letter, the signature of 
Mr. , to which We refer 

I am, &c 


X . — Deposit Receipts 

These are receipts for money, upon which the bank allows 
interest. The following form may be used : 

BANEINa COMPANY 

18 

No £ 

Ecceivedfrom the snm of 

sterhng to the credit of his deposit account with the 

Bankmg Company 

By Order of the Board of Directors, 

Manager 

Entered Accountant. 

BANKING COMPANY 

18 _ 

No 

Eeceived from the sum of 

foi which we are accountable with mterest at the rate of per 

cent per annum, on receivmg days’ notice Interest to 

cease from day of notice 

Eor the Directors and Proprietors of the 

^Banking Company 

£ Manager 

No mterest allowed unless the money remams three months 
XI . — Requisition Notes 

These are notes or memorandums which are used by some 
banks to enable their customers to state with less trouble 
what they require, and to specify the cash they pay into the 
bank. They are usually placed on the counter, to be ready 
when wanted. The following are the forms most m use - 
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EEQnrsmoN Note 

To he filled ujp hy Parties des%r%ng Beceips for Mmey deposited, 
Letters of Credit, or Bills on 


day of 

"Wanted from the 

Company the Manager’s. 

m favour of 

for the sum of 


Entered £. 


18 


Speciflcaiion of Money presented 
to the Cashiei 


Bahkmg 


^Applicant 


(2 ) 


Lbttee oe Ceebit 


Speoifloation of Money 




18 

Bank of England 
Notes 

Gold 

Silver and?Copper 
Local Notes 

BiUs 




Wanted, the Banlnug Cnm- 

nany’s Letter of Credit on 
in favour of 
for 

Amlirant. 

£ 




£ 


Entered to Credit of. 


• ( 3 ) 

Payment to Ceedit of Cueeent Acoount. 


Specification of Money 




18 

Bank of England 
Notes 

Gold 

Silver and Copper 
Local Notes 

Bills 

£ 

Paid to the Banking 

Companv. the sum of 
to he nlaecd to the credit of 
in cmrient account with said bank. 

By 


Entered m the Bank’s Cash Book, £ Teller 
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(4 ) 

ApPUOA.'nON FOB AaaOTJNT. 

Names of Persons composing tlie Firm. 

Firm , 

Business 
Residence 

RroTbable return £ 

Advance required £ 

Security proposed 

Order of tlie Board per Mmute, ) 

dated 18 j 



(5 ) 

BiLiiS Disoounted 


By the Banhina Company at 

to on 1 8 


No 


When 
! Payable 

Days. 

Amount of 
BIU 

Discount 

Proceeds 

















( 6 .) 

the.. BANK 

Applioation foe Lettee of Ceedit 

Date 18_ 

Amount £_ 

On wRat place 

In v^liose name ________ 


Signature and Address of Applicant 
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(7 ) 

THE BAHK 

Application foe Giboulab Notes 
Name of Person to ■whom | 

Notes are to be payable j ' 

Amoimt rcqTxired £ 

Signature and Address of Appbcant 

Date __18 

XII. — A Letter 

Sumnmwig a Genet al Meeting of the tiharehdlders 
^BANEING COMPANY. 

18 

SlEj 

I beg leave to inform you. that the Annual General Meeting of the 
Piopnetois of this Company, pui-suant to the deed of settlement, 'will be 

held at twelve o’clock on instant, at the.^ 

m this place, for the purpose of electmg Directors, and for the despatch 
of other business 

A list of all the Proprietors qualified for the duection by holding 
fifty shares and upwaids, is annexed 

I am. Sir, 

Your obedient Servant, 

Manager 

Most large banks have also a printed form for their letters 
of ordinary correspondence, as the following : — 


I beg to aeknowledge the receipt ofyourfavour of the 

onclosmg sundries £ and undue bills £ 

for the credit of your account Your advices* have due attention 
You aie ciedited for the folio wmg sums received. 

I am. Sir, 

Your most obedient Servant, 

* Some country banks send their List of Advices m a punted form, on a 
sheet separate firom the letter These sheets can he pasted oi gummed together 
so as to form a book The London bank is thus saved the tiouble of copymg 
the advices into a book, and avoids the chance of mistakes 
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( 2 ) 

* The Manager of the Bank 

SlE, 

I beg to acknowledge the receipt ofyonr favour of the 

instant, with the following enclosures 

Sundries for the Credit of your Bank £ 

Undue BiUs for deposit 

do for 

Bills for acceptance, and return 

We take due note of your advices, and on the other side hand you 
particulars of credits received on account of your bank At foot you 
have statement of remittances from your branches, and note of unpaid 
bills and sundries enclosed 

I am. Sir, 

Your most obedient Servant, 

General Manager 


Eemittances from Branches 

Unpaid Bills, &c , returned 

Sundries 

enclosed 

Blanches 

Cash 

Bills 

Name 

Amount 

Notg 










OreditSf^eceived on account of the Banicing Company 


No 

Branches 

On whose Account 

By whom paid 

j Amount 



‘ 

• 
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( 3 .) 

To 


I beg to inform yon that I have this day issued a Letter of Credit, 

No ^on your House m favoui of 

foi the sum of & 'which be pleased to 

honour on presentation 


I am, &o 


(4 ) 

We beg to hand you enclosed 

draft on of for 

£ 'which Tve shall feel obhged by your collecting, and by 

yonr remittmg the proceeds to this bank, less your customary charges. 

I am, &c. 


XIII . — Special Contracts. 

Those joint-stock banks that are not formed under the 
Act 7th Geo. IV. cap. 46, sue and are sued in the names of 
their trustees.* And to enable them to do se, those parties 
who open accounts with the bank enter into a special con- 
tract. This may be done by a letter addressed to the tius- 
tees personally, in a foim similar to the following . — 

To A B,0 D., and E F 

18 

Gentlemen, 

Tou engaging that the ♦ Banlong Company shall 

pay to mo whatever s'ums may be due to me on my current or other 
accounts with it, I hereby agree, as a separate contract with you, to pay 
to you 01 the sui-vivors of you, after demand, the balance, if any, which 
shall at any time heieafter be duo by me to the said Banking Company 
on those accounts or other'wise. 

I am. Gentlemen, 

Yonr obedient Servant, 


* These banks obtained m 1841 the power of suing and being sued m the 
names of their legistered pubhc officeis 
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XIV . — Notices 0/ Qalls for further Payment on Shares. 

^BANKING COMPANY 

18 

SlE, 

I beg to inform you that the Board of Directors of this Company, 

agreeably to the powers contained in clause No of the deed of 

constitution of the Company, have made a third call of £ 

per shaie on each of the shares m the Company, and that the same will 
become payable on the ^of_ ^next. 

The ceik&cate for your share is at , and will be 

delivered to you on payment of £ and in exchange for that now 

in your possession 

You will please to take notice, that all payments for calls must 
be made hee of postage, and in cash, on or before the of 

» , otherwise they will not be received except with m- 

terest at the rate of 5 per cent per annum from that date 
I am. Sir, 

' Your most obedient Servant, 

Mknager. 


XV . — Certificates of Shareholders. 

Some banW eschaiige the old certificates for new ones 
after every call Others do not grant new certificates ; and 
some do not issue certificates at all, unless a party request to 
have some evidence that he is a shareholder. 

(1 ) 

BANKING COMPANY. 

London, ^ day of 18 

This IS to certify, that 


ha this day become Member of the_ _Bank, m 

respect of Shares of lOOZ each, on which twenty pounds per 

share have been paid 


Examined. 


Director 


Secretary. 



on 


( 2 .) 
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OENTRA-Ii BAOTL. 


This IS to certify that Mr ^of is 

a proprietor of ^shares in the capital stock of the 

Banking Companyj on which per share has been paid. And 

as the proprietor thereof, he is entitled to all benefits and enaohunents 
ansmg fiom such shares, agreeably to the deed of settlement of the 

company, dated the day of ^18 

As witness onr hand tins day of ^one thou- 

sand eight hundred and 
No. 


Eegistered. 


1 Two of the Birectoi s 
f of the Gortypany 


XYI . — of Transfer. 

This deed is executed by the buyer ani seller of any shares 
in the bank, after the directors have given their consent to 
the transfer. The following is the form of this instrument — 

This Indenture, made the_: day of ^18 , 

between _of « of the first part , 

of ^of the second part , and 

of the City of , trustees (appointed 

by the board of chrectors of the Banking Company) 

of the covenant hereinafter contained of the thu’d part 

Whereas the said has become the pm’chaser, 

with the approbation of the said board of dneotion, of shaies 

m the capital of the said company on each of which shares the sum of 

pounds still remains impaid 

Now this indenture witnesseth, that^^m consideration of the sum of 

at or before the seabng and dehvery of these presents 

paid by the said^ ^to the said 

the receipt of which said sum ol the said 

doth hereby acknowledge, and fiom the same and eyery part thereof, 

doth release and for ever discharge the said his 

heirs, exoeutois, administrators, and assigns, the said 

hath bargained, sold, and assigned, and by these presents 

doth bargam, sell, and assign unto the said 

executors, admimstrators, and assigns, all those the said shares of his 

the said the capital of the 

Banlong Company, and all benefits, advantages, powers, and privileges 
attending the same , to have, hold, icceivo, and take, the said shares 
lioieby assigned, and the said benefits, advantages, powers, and privi- 
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leges attending tlio same, nnto the said. ^his eseon- 

tors, administrators, and assigns, for his and their own use and benefit 

And the said ^doth hereby, for himself, his heirs, 

executors, and admimsferators, covenant, promise, and agree, with and to 

the said and their executors 

and admimstrators, that m respect of the share hereby assigned, and all 

and every other share and shares which the said 

may hereafter purchase m the capital of the said company, he, the said 

his hens, exeentors, or administrators, shall and 

will, well and truly, in all respects, observe, perform, and keep, all and 
singular the covenants, agreements, and provisions, eontamed in the 

deed of settlement of the said company, bearing date the 

day of 18 , so far as the same ought on his oi then- 

parts to be observed, performed, and kept. 

In witness whereof, the said parties to these presents have hereunto 
set then hands and seals, the day and year first above-written 
Witness to the identity and signature of. 


Signed, sealed, and delivered by 

In the presence of 

Memoeanbum. 

It is needful that this document should be completed and left at the 
office of the company without delay, when a certificate of the shares 
will be given to the purchaser, mto whose name the shares cannot be 
placed until this regulation is comphed with 

XYII . — Circular Notes issued ly the London and Westminster 
Lank 

LONDON AND WBSTMINSTEE BANK 

No Lettee de Credit Cieoulaiee pour £ Sterlg 

m Londres, ce 18 

ffl Messieurs les Bangm&rs, 
deszgnes dans nos Letties Indication 
Messieurs, 

Cette lettre vous sera remise par M. dont vous 

trouverez la signature dans notre Lettre d’lndication susdite. Je vous 
prie de vouloir bien lui compter sans frais quelconques, la valeur de 

Livres Sterhng, au coins a usance sur Londres centre sa 

traate ci-jointe sur cette Banque 

J’ai rhonneur d’etre, 

Messieurs, 

Votre tres-obeissant Serviteur, 

Geranf 



Secretaire 
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On the other side — 

LONDON AND WESTMINSLEE BANK. 

Londres, 

£ 

A sept jonrs de rae piefix payez a I’oidre de M. 

Lm’es Sterling, valeiir re§ne. 


* ce _18 

These Oircnlar Notes are accompanied by the following 
Letter of Indication — 

Lbttee dTndioaition-, 

LONDON AND WESTMINSTEE BANK. 

Londre% ce 18 

Messieurs, 

Le Portetir de cette Lettre, M ,poiir leqttel 

nous reclamons yos attentions, est mum de nos Billets de Change Oir- 
oulaires pour son Yoyago Nous yous prions de lui en fourmr la Yaleur 
sur son double acquit au corns du Change a usance sur notie place, et 
sans deductions de frais 

Si la YiUe oil il en touchera le montant n’a pas de Change direct sur 
Londres yous Youdrez bien en combiner im UYec la place cambiste la 
plus Yoisme 

Vous observerez que tout agio sur especes d’or, ou d’argent, et tons 
frais extraordmanes dans le cas d’lm remboursement mdirect doiYent 
etro supportes par le porteur, et ne peuYent etre a notie charge. 

Cette Lettre deYant accompagner nos Billets Oirculanes doit rester 
dans les mains de leur Poiteur jusqu’a leur epuisement 
Nous aYons rhonneur d’etre, 

Me.ssiems, 

Vos ties-bumbles et tfes-obeissants SerYiteurs, 

Gerant. 

__Sect etmre 


Foreign and Qolonial BanJcs on which the London and Westm%nster 
Bank issue Letteis of Gi edit and Ciicular Notes 


EUEOPE. 


AblffiviUe MM Henri Gavello 

Aix U Cliapelle Chailioi & .Seheibler 

Aix en Provence Guitton Talainel 

Alicante OaliLander & Co 

( He=?.s6 Newman & Co 
•J Grosee Elbe btrasse, 
I No 20 


Amiens 

Amsterdam 

Ancona 

Angeis 


MM 


! F Bufetel Gnmaux Sc 
1 Co 
Hope & Co 

1 G Term Ik Son, Gontra- 
( da del Porto, No 31 
C Veuve, I) Eiohou & 
X Fils 


Altona 
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Creuznach MM 
Cosset, near Viohy 


Augsburg P deStettm 

Avranches Gilbert Jeune Fils 

Baden-Baden. {c Midlife Co 
BagneresdeBigone{H^^i«cent & Mengi- 
Basle . Passarant & Co 

T, - C Gerona Brothers, Cla\e 

Barcelona • | &Co • 

Bayonne. Rodrigues & Salzedo 

{ A Grieg & Son 

Bergen , < Herman D Janson, 

t Jun 

Berlin . Schicklei Biotheis 

/■ Marcuaid & Co, 8?, 
Berne ■{ Rue do Maiche, Cote 

1 Gauche 

Besangon Jacquard & Co 

Bilbao Alban T Jones 

Blow . A Blanchon 

Bologna (Italy) G B Renoli 
Bolzano . F Tsdniitshenthaler 

T, f Jonas Cahn, Weichser 

Bonn . I Hof, No 856 

Bordeaux Barton & Guestiei 

f Adam & Co, Rue de 
Boulogne s/m I’Ecn, No is 

' Haffreingne & Co 
Bremen H belli udei, Jun 

Breslau Eichborn & Co 

Blest . Edmond Pesrou 

Bruges J E Sc L du Jardin 

Bninii . J Ilening 

■n (Lobbecke Brothers Sc 


Biunsivick , 

Brussels 

Buoliarest 

Cadiz 

Caen 

Calais 

Cambrai 

Cannes 

Carlsbad 

Carlsruhe 

Cassel (Hesse) 

Catania 

Cephaloma 

Cette 

Chamhery 

Chamoumx 

Chaux-de-Fonds 

Cherbourg 

Christiania 

Chnstiansand 

Ovita Yecchia 

Coblenz 

Coburg 

Coire (Grisons) 

Cologne 

Constance 

Constantinople 

Copenhagen 

Corfu 

Courtrai 

Cracow . 


Brngmann Fils 
Halfoii Sc Son 
John Duncan Shaw. 

P Guilbert Sc Co 
C Bellait Sc Fils, Rue 
I Royale 
N Bom£ice Sc Fils 
F Riga! 

A F ^ifert 
G Midlei Sc Co 
Goldschnaidt Brothers 
F Matthey Sc Co 
Ionian Bank . 

(E Blouquier Fils Sc 
( Westphal 
Victor Python 
f A Mackenzie, Hotel 
( Umon 
Pury Sc Co 
Maugei Fieres 
Carl Christensen 
Jacob Moich ’ 

Lowe Brotheis 
( A Jordan 
( J H Kelumann 
Schraidt So Co 
Masner Sc Braun 
J D Herstatt 
Macaue Sc Co 
Charles S Hanson Sc Co 
Frolich Sc Co 
Ionian Bank 
B VanDorpe 
A Hoelzel 


Freiburg in Bieis- ) 
gau, Baden i 
•Freiburg (Switz ) 
Furtli (ne<ir Nu-j 
remberg) i 

Galatz ^ 

Geneva . 

Genoa . 

Ghent 
Gibraltar . 
Gothenbuig 
Gottingen . ■! 


Sahler Sc Co , Hooh 
Strasse, No 66 
Augte Butin & Co 
Giteone & Co 
J A Zoeppiitz 
J Moraiid Sc Co 
George Chapman, Rue 
des Tnbunaux 
Osmont Dufour Sc Co , 
Place du Theatre, 


Jacob Boich 
( U,W Bassenge Sc Co, 
< Marche Neuf, No 6 
t M Kaskel 
Jensseii Sc Co 
I Baum Boeddmghaus Sc 

f Von der HeydtKersten 
t Sc Son 
N Sc 0 Fenwick 
Y &B Brons 
Beckei Sc Jung 

1 French Sc Co, Piazza 
Sta Tnnita, No X4 
Maquay and Paken- 
ham,Via Tornabuoni, 
No 6 

Emanuelle Fenzi Sc Co 
0 Capdeville Sc Co 

( GogPl Koch Sc Co, 41, 
Grosse Eschonheimer 
Gasse 

M A de Rothschild So 
Son 

I Joseph Sautier 
^ F Goeldlin 
1 - f Feuohtwangei Bro- 
t thers 
Ottoman Bank 
Lombard, Odiei So Co 
Granet, Brown & Co 
La Banque de Flandre 
. Archbold Sc Co 
. D Carnegie Sc Co 


Granville . . |Bownard,Grandmaison 

Giasse . Hoiioie Isnard 

Gratz Chailes Giemitz 

Gienoble jGmllard, Pere Fih & 

Hague, The Soheurleei Sc Son 

S H M Comtz S. Co 
Hamburg . | Salomon Heme 

Hanover . L ScA H Cohen 
S Dubois Sc Co 

Havre . j Etienne Troteux 

( Ko'stei, Vom Hath & 
Heidelberg Co, 120, Westliche 

I Haupfstiasse 

Homtars. .f { 

Honfleur G Duval aliie 

Innspruck F J Habtmann 

Intel laken Ebeisold Sc Seiler 

Ischl Call Gottwald j 

Jena Julius Elkan 

Kissingen H F Kugelmann 
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MM C li Andersch 
Charles Biagiuon 

I Macbeau & Co, Via 
Borra, No 7 
Maquay, Pakenham & 
Smyth, Via Boira, 
No. 7 

• Frege & Co 
C De Sauvage, Vencotu 
• 1 &Co 

Eouze Mathon 
E & F y Pflster 
. C J M Sohabenpogen 

\ Eidam 
n Gr Soholtz 
Fury & Co 
Muller Biothera 
C Eaffaele D Cosimo 
\ Giorgetti Erede Petn 


F Knoerr&Fils 
J de la Grange 
Veuve Guerm & Fils 
Eobert Bayman 
Tapia, Bayo & Co 
J Teetzmann, Eooh & 
1 Alenleld 
Hernandez Crookefe Co 
Jas Bell & Co 
( H L Hoheuemser & 
•J Son 

( W Kostei & Co 
A Benedickt 
Salary Pere , Fils & Co 
G L Kaysei 
B M Strupp 
Ileniy Fowler & Co 
E Bioves & Co 
Caillei & Co 

5 The Nephew of F G 


X Westphal 
Wogan & Co 
E de Frcslich & Co 
A Schmedding & Son 
Jules Elie,Ene Drouot 
Gouin Pere, Fils & Co 
, C M de Eothschild & 


I E Carlone & Co, Quai 
St Jean Baptiste, No 
61, Maison Carlone 
A Lacroix & Co 
E. Bayle & Co 
Leonard Kalb 
B Mahs & Co 
(DM Feuerheerd Jun 
I &Co 

Duorot Pere & Fils 
Bach & Co 
Thomas Biotheis 
( Callaghan & Co , Eue 

i NeuvedesMathniins, 
No 40 ' 

De Eothschild Freres 
Chas Laffitte & Co, 
Eue Basse du Rera- 
I part. No 4S bis 


Santander 
Soliafthausen 
Schwalbach. 
Seville 
Sienna 
Smyrna 
St Gall 
St Malo 
St Omei 
St Peteisburg 
St Quentin 
St Sebastian 
Spa . . 
Stettin 
Stockholm . 
Stuttgard 
Stralsund 
Strasburg . 
Tarbes 


MM G B Campolonghi 
Ionian Bank 
( MeriUon aine & Frere 
< Musgrave Clay, Eue 
V. Latapie, No 19 
. F Durand 

( C J Malneux, Maria 
X Dorothea Gasse, No 6 
( Maquay Pakenham & 
Smyth 

I F Peverada 
Leopold Lamel 
. P S Meyer 

Haymann & Co 
( Thomas dayhills & 
1 Son 

Rmnart Pbre & Fils, 
Place de I’Hotel de 
I Voile 

Plowden Cholmeley & 
Co, Corso, No 234 
Macbean & Co, Corso, 
No. 378 

Maquay, Pakenham & 
Hooker, Piazza di 
' Spagna, No 20 
Edward Burchard 
Pecuohet & Lamd 
D & C Blankenlieym 

I Spath, Jun & Co , Nieu 
■Waagplas!,No 62, op- 
positethe Hotd. Arch- 
duke Charles 
. Francisco Alday 

Carl Gy Huntw 
M Berle 

Cahill, White Sc Co 
Maquay & Pakenham 
Hanson & Co 
(J J Mayei, Jun.Fiei- 
X hoof, Miillerthor 
P Fontan 
A Cafitteri 

5 M Anderson & Co 

. Lecuyer & Co 

. Jose y Franco Brunet 

Henri Hayemal 
j Goltdammer &Schleicli 
' X Naclxfolgei 
Tottie & Arfwedson 
G H Kellei’s Sons 
F A Spalding i, bon 
Ed Klose & Co 
Lacay Pere & Fils 
jJW Knechtenhofei, 
X near Bellevue 
( Emanuel Mayer, Lange 
X Gasse, No 147 
Trabaud Frferes 
f Courtois & Co., Eue des 
' X Couteliers, No 6 
. Gouin Freies 
Heer & Co 
> Eeverchon & Co 
{ J Colhoud &Co,Riva 
• X Pescatori, No 1416 
. Nigra Brothers 
( White, Llano &, Mo- 
X rand 

( Sohielin Brothers, Cam- 
■< po della ITava, No 
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Vienna 

Vichy . 
Vigo 
Utiecht 
Warsaw 


f M L Biedermann&Co I Weimar MM JiihusElkan 
-.rur ) Pred Schey Wiesbaden Charles Kalb, Juii 

1 M U Weikersheim & Wildbad . Wm Klumpp 

I Co AVorma . P J Valckeiiberg 

. Augte Butin & Co Wurzburg G Ochmnger 

CMenendez, Baicena & Zante . Ionian Bank 

X Son S Gaspard Schulthess &, 

VlaerandKol ' \ Co 

S A Fraenkel 


Aleppo 
Bagdad 
Beyrout 
Canton 
Hong Kong 


ASIA 

John Kennedy Jerusalem 

A Hector & Co eihnTKriKii 

Henry Ileald & Co Shanghai 

Gilman & Co Trebizond 

Agra and United Ser- 
1 vice Bank 


. M P Bergheim 
f Agra and Umted Ser- 
X vice Bank 
. Fias J Stevens 


Alexandria 

Algiers 

Cairo 

Cape Town 


AmiGA 


C Bank of Egypt 
X Bnggs & Co 

of Good Hope 


D’ Urban 
Grahams Town 
Oran 

Pietei mantzbui g 
Poit Elizabeth 
Tenenfle 


Katal Bank 
Eastern Pi ovinee Bank 
: Giraud Bi others 
[ J B Manegat & Co 
’ Natal Bank 
Poit Elizabeth Bank 
Bruce, Hamilton & Co. 


NOETH AMERICA 


Barrie 
Belleville . 

Boston ' James S Amory 

Mora 

BrockviUe Bank of Upper Canada 

ChorlotoTowa {‘*CSa?I.a“ 
Chicago Bank of Montreal 

Cincinnati La Fayette Bank 

Coburg Bank of Montreal 

Detroit (Michigan) Peninsular Bank 
Goderich Bank of Montreal 

Guelph Bank of Montreal 

TTanfaY S Bank of British North 


Bank of Upper Canada 


( Bank of British North | 
4 Ameiica 
I Bank of Upper Canada 
( Bank of British North 
< America 
( Bank of Upper Canada 
Bank of Upper Canada 
( Bank of British North 
•< Amenca 
I Bank of Upper Canada 
McCahnont Bros &Co 
f Bank of British North 
\ Amenca 


New York . . James G King’s Sons 

Ottawa Bank of Upper Canada 

Pei th Bank of Monti eal 

Peterboro Bank of Montreal 

Philadelphia . S Morns, Wain & Co 
Pictou . Bank of Montreal 

Port Hope Bank of Upper Canada 

( Bank of Biitish North 
Quebec < America 

I Bank of Upper Canada 
San Francisco . Davidson & Bern 

Sarnia . Bank of Upper Canada 

Simcoe Bank of Montreal 

St Cathamies Bank of Montreal 

St John (New C Bank of British North 
Brunswick) ( America 

St John (New- ? Commeicul Bank of 
foundland) ( Newfoundland 

Thiee Rivers Bank of Upper Canada 

Bank of Biitish Noith 
Amenca 

Bank of Upper Canada 
C Markoe 

McCalmont Bros & Co 
Bank of Bntish Noitli 
America 
Washington Riggs & Co 

Whitby Bank of Montreal 

Wmdsoi Bank of Uppei Canada 



SOUTH AMERICA 

Bahia . . Douglas, Latham & Co, Rio de Janeiro Maufi,Macgiegor & Co 

Buenos Ayres MaiS & Co Rio Grande de Sul Maurf & Co 

Monte Video . „ Ro«ario „ 

Pars, „ Santos 

Pelotas „ St Pauls „ 

Porto Alegre „ Tampico Stew ai t L Jolly & Co 
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EAST ESTDIES. 


Agra 

Batavia (Java) 
Bombay 


C Agra and United Ser- 
( vice Bank 

G Steuart & Co 
f Delhi Bank Corpora- 
\ tion 

f Agra and United Sei- 
I vice Bank 


Lucknow . . 
madias 
matintius 
Point de Galle 
Singapore . 
Umntsir 
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C Agra and United Ser- 
I vice Bank 
( Dellu Bank Corpora- 
\ tion 

( Agia and United Ser- 
I vice Bank 
Ireland, Frasei & Co 
Wilson, Clark & Co 
Hamilton, Gray & Co 
'Agia and Un"^"’ • 

vice Bank 


Trinidad 
Grenada 
St Vincent 
St Lucia 
Dominica 
Antigua 
St fitts 


Adelaide 
Adelong Agency 
Albury 


WEST INDIES 

Demerara 


Jamaica (Kin^- 1 

Do (Montego Bay) 
St Thomas 
St Croix 


ADSTEALIA, Etc 


Aiarat 

Auckland 

Avoca 


Baikly 

Bathurst 

Beech worth, 

Belfast (Victona) 

Brisbane 

Burrangong 

Careoar 


f Union Bank of Aus- 
J tralia 

( Bank of Australasia 
f Bank of New South 
\ Wales 

Bank of New South 
Wales 

Commercial Banking 
Company of Sydney 
London Chait Bank of 
Austialia 

Bank of New South 
Wales 

I Union Bank of Aus- 
tralia 

Banlc of New South 
Wales 

. Bank of V ictona 
C Bank of Victona 
1 Union Bank of Aus- 

] London Chart Bank of 
) Australia 
Bank of New South 
Wales 

( Bank of Australasia 
5 London Chart Bank of 
I Austraha 
fBank of New South 
i Wales 
/ Bank of Victoria 
J Bank of New South 

( Bank of Australasia 
( Bank of Victoria 
I Bank of Australasia 
C Union Bank of Aus- 
I traha 

.J Bank of New South 
I Wales 

( Bank of Australasia 
{ Commeicial Bankmg 
( Company of Sydney 

Bank of Victoria 
Union Bank of Aus- 

Bank^ofN S Wales 
Bank of Australasia 


Chiltern Agency 

( Union Bank of Aus- 
tralia 

Bank of New South 
Wales 


Christchurch 


Cl es wick 
Cooma 


f Commercial Banking 
t Company of Sydney 
fBank of New South 
t. Wales 

1 Union Bank of Aus- 
I traha 

Bank of New South 
Wales 

London Chart Bank 
of Austraha 
Bank of Victoria 
Bank of New South 
Wales 

Soutli Austiahan 
Bankmg Company 
Bank of Victoria 
Union Bank of Aus- 
tralia 

Loudon Chait Lank 
of Austraha 
Bank .of New South 
Wales 

Bank of Australasia 
Bank of New South 
^ Wales 
Bank of Victoria 
f Bank of Van Diemen’s 
t Land 

( London Chart Bank 
of Australia 
Bank of New South 
Wales 

( Union Bank of Aus- 
tiaha 

Bank of New South 
Wales 
C Bank of New South 
Iiswch (Queens-J -v^ales. 

' ( Bank of Australasia 

f South Australian 
i Bankmg Company 


Denihqum . 

Dunedin 

Dunolly 

Echuca 

Gawler 

Geelong 

Goulbum . 
Hamilton 
Hobart Town 

Inglewood 

Invercargill 


land) 

Kailina 
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Kiama . 

Kiapoi 

Kynetou 

Launceston 

Linton 

Lyttleton . 

Maitland 

Maldon 

Marylwrougli 


Melbourne 

Morpeth 

Mudgee 

Napier 

Nelson 

Newcastle 

Orange 

Parramatta 

Pennth 

Perth 


j Commercial 




CPank of New South 
Wales 

Bank of New South 
t Wales 

r Bank of Van Diemen’s 
Land 

Bank of New South 
Wales 

Union Bank of Aus- 
tralia 

Bank of New South 
Wales 

Bank of New South 
Wales 

Commercial Banking 
Company of Sydney 
. Bank ot Australasia 
Bank of Victona 
Bank of New South 
Wales 

Bank of Victoiia 
Loudon Chart Bank 
of Austiaha 
Commercial Banking 
Company of Sydney 
Bank of Victoria 
Umon Bank of Aus- 
tralia 

London Chart Bank 
of Australia 
Bank of New South 
Wales 

. Bank of Australasia 
fCommeicial Banking 
\ Company of Sydney 
j Bank of New South 
\ Wales 

C Umon Bank of Aus- 
t tralia 

Union Bank of Aus- 
tralia 

Bank of Now South 
Wales 

Bank of New South 
( Wales 

( Bank of Australasia 
< Bank of New * South 
I Wales 

{Commercial Banking 
Company of Sydney 
( Bank of New South 
{ Wales 

f Western Austrahan 
{ Bank 


Pleasant Creek 
Port Adelaide 
Port Albert 

Portland 


{Bank of New South 
1 Wales 

( Union Bank of Aus- 
X tiaha 
Bank of Victoria 

I Bank of Victoria 
Union Bank of Aus- 
tralia 

Bank of Austialasia 


Queanbeyan 
Eaglan 
Red Bank 
Robe 

Rockhampton 

Sale 

Sandliurt 


Sydney 


Talbot (late Back 
Cieek) 
Tamworth 


Toowoomba 
Agency 
Wanganui 
Wallaroo . 


Wangaratta 

Warinambool 


Wellington 


f Commeiual Banking 
{ Company of Sydney 
Bank of Victoria 
f London Chart Bank 
X of Australia 
5 South Australian 
I Banking Company 
Union Bank of A-us- 
tralia 

Bank of New South 
Wales 

Bank of Victoria 
Bank of Victoiia 
Union Bank of Aus- 
tralia 

Bank ot New South 
Wales 

Bank of Austialasia 
Union Bank of Aus- 
tralia 

London Chart Bank 
of Australia 
Bank of New South 
Wales 

Agra and Umted Ser- 
vice Bank 

, Bank of Austialasia 
i London Chart Bank 
I of Australia 
(Bank of Now South 
X Wales 


( South Australian 
X Banking Company 
'Bank of New South 
Wales 

Bank of Victoria 
Bank of Australasia 
Umon Bank ot Aus- 
tralia 

Bank of New South 
Wales 


Windsor 

WooUongong 

Yass 


Commercial Banking 
Company of Sydney 


Lbttees op Credit 

The Letters of Credit issued, by the Loudon and Westminster Bank 
are specially addressed to particular Bankers. These documents also 
hear two signatures 

The commission and all charges on Letters of Credit are to he paid 
hy the holders of such Letters , and the Banker paying them will take, 
m reimhursement, the draft on the London and Westmmstei Bank of 
the party in whose favour the Letter of Credit is granted for the amount 
thereof only, and deduct Ins charges when he pays ovei the money 

The form of these letters is that given at page 325 
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XVin. — A Table, showing the EelaUve Value of Gold %n London (at the 
Mint Price of Zl 17s pei Ounce Standard) and in the Cities of 
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XIX — A Tahh of English Money reduced into 



Pbtosian Com — Thaler, Sillbergrossch, and Pfemung 
1 thaler = 30 silbgr. 1 silh = 12 pfemungs 

Pkaitkeoet. — Gnlders, Erentzers, and Hellers. 

1 gnlder = 60 krentz 1 krentz = 4= hell 

Dutch — Guilders and Cents 
1 guild = 100 cents 

Beloium and Peanob — Prancs and Centimes 
1 franc = 100 centimes 
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Value at which the following Coins are 

geneially cwnent. 


— 

PttUSSIA. 

Frank- 

FORT, 

Holland 

BELGIDil 

France 


Th 

Sg. 

Gut 

Kr. 

Gml 

Cent 

Fi 

Cent 

Sovereign 

6 

20 

11 

50 

12 


25 


English Shilling . . 


10 


35 


58 

1 

20 

Dutch 10-guildei-piece 

5 

20 

9 

54 

10 


21 

16 

Ducat 

3 

4 

5 

30 

5 

60 

11 

60 

Guilder 


17 


58 

1 


2 

11 

Fred d’Or 

5 

20 

9 

44 

9 

80 

21 


Piussian Thaler 

1 


1 

45 

1 

70 

3 

70 

French Oiown Tlialer 

1 

16 

2 

44 





Braband ditto . 

1 

16 

2 

42 

2 

65 



Convention ditto .... 

1 

10 

2 

24 





Piece of 20 Kieutzeis . . 


6 


24 





20-fiano Piece . 

5 

12 

9 

30 

9 

54 

20 


5-fi.anc ditto . . 

1 

10 

2 

20 

2 

35 

5 


l-fianc ditto . 


8 


28 


48 

1 



The above table has been cu’culated by the General Steam. 
Navigation Company. On this subject I would refer to 
Mr. Waterston’s ‘Manual of Commerce* being a Compen- 
dium of Mercantile Tables, British and Foreign Moneys, 
"Weights, and Measures, and the Theory and Practice of Ex- 
change.’ (Simpkin, Marshall & Co ) We tlimh also this is 
a proper place to introduce the following account of the 
origin of English Coins : — 

“Pound —Though a pound is one of the most common denominations 
foi money, it never was a real com, eithei m gold or silver, m any age 
or countiy Such large and ponderous corns would have been in many 
respects inconvement But for many ages, both m Britain and m other 
countries, that number of small corns which was denominated a pound 
m computation, or a pound in sale, really contained a pound of silver, 
and they might have been and frequently were weighed, as well as 
numbered, to ascertain their value If the number of coins that were 
denominated a pound in sale did not actually make a pound in weight, 
an additional number of corns were thrown in to make up the weight 
“Money was coined m the Temple of Jimo Moneta, whence our 
English word money 

“ Coin — Coin {cima, pecunia) seems to come from the Erench coign, 
1 e angulus, ‘a corner,’ whence it has been held that the most ancient 
sort of coin was square with corners, and not round as it now is 
Cash — Cash in a commercial style signifies the ready money which 
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a mercliant or other person has at his present disposal, and is so called 
from the French term caisse, i e. ^ chest or coffer/ for the keeping of 
money. 

“ Gtonea. — This com took its denommation Guinea, because the gold 
whereof the first was struck was brought from that paat of Africa so ‘ 
called, for which reason it likewise formerly bore the impiession of an 
elephant. 

“ The value or rate of the gumea has varied It was first struck on 
the footing of 20s , but, by the scarcity of gold, was afterwards advanced 
to 21s fid , and again sunk to 21s. 

‘''Angel— T he angel, called m the French angelot, was a gold com , 
value 10s , struck m England, where some few are still to be seen m the 
cabmets of the curious It had its name from the figure of an angel 
represented on it , which figm-e was adopted, according to Eapm and 
otheis, to commemorate a jiun of Pope G-regory the Great, which seems 
to have greatly flattered the vamty of the nation Struck with the fair 
complexions and bloommg countenances of some Anglo-Saxon captives 
who had been brought to home, he mquired of what nation they were, 
and what they were called, and bemg answered Angles — ‘ Justly be they 
so called,’ quoth he, ‘ for they have anyrf-hke faces, and seem meet to be 
made co-heus with the angels m heaven ’ 

" Shilling * — The etymology of the word scylhng would lead us to 
suppose it to have been a certain quantity ot uncomed silver, for 
whether we derive it fiompc?/Zan, ‘to divide/ or pceaZe, ‘ a scale/ the idea 
presented to us by either word is the same , that is, so much silver cut 
off, as m China, and weighmg so much 

“ There were none corned till 1504 Fabian mentions them under 
their proper names, 34 the Eighth. 

“ A Testbb. — Tester is derived from the French word t^e, ‘ a head / a 
piece of money stamped with a head, which m old French was called 
' un testim’ and which was about the value of an old Enghsh sixpence 
‘ Tester ’ is used by Shakspeare 

’^Tester, sixpence, from teston, French, an old silver com, formerly 
worth 12cZ , smkmg by degrees to gilt brass, and sixpence 

“ Gboat — Other nations, as the Dutch, Polanders, Saxons, Bohemians, 
French, &e have likewise the gioats, groots, groches, gros, &c In the 
Saxon tunes no silver com biggei than a penny was stiuck m England, 
nor after the Conquest until Edward the Third, who, about the year 
1351, corned grosses, i e groats, or great pieces, which went for 4cZ , and 
so the matter stood tfll the reign of Hemy the Eighth, who, m 1504, 
first corned shilhngs 

“Penny, FALEPENNy, Faething,— C amden derives the word'penw?/’ 
from the Latm pecunta, ‘ money.’ 

“ The ancient 'En.^b^pmny,periig, ox pemng, was the first silver com 
The floim or 2s piece was fiist issued in August, 1819 
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struck in England; nay, and the only one current among our Saxon 
ancestors, as is agreed by Camden, Spelman, Dr Hicks, &c. 

“ The penny was equal in weight to our three-pence , fiye of them 
made one shilling, or scilhng, Saxon, thniy, a maik, or mancuse, equal 
to our 7s 6d, 

“Until the time of Kmg Edward the Enst, the penny was struck with 
a cross so deeply mdented m it, that it might be easily broke, and 
parted, on occasion, into two parts, thence called half -'pennies , or into 
four, thence called fourthmgs, or farthings But that prince coined it 
without mdenture , m lieu of which, he first struck round halfpence and 
fai tilings 

“He also reduced the weight of a penny to a standard, ordering that 
it should weigh thirty-two giams of wheat, taken out of the middle of 
the ear This penny was called the penny sterling Twenty of these 
pence were to weigh an ounce , whence the penny became a •weight, as 
well as a com 

“ The penny sterlmg is now used less as a com, and subsists chiefl^y 
as a money of account, containing the 12th part of a shillmg, or the 
240th part of a pound 

XX . — Iform of Bond of tha Cfuarantee Society . 

Public Oompanm Fatm Aoebement, ) 

£ No ] 

* GUAEANTEE SOCIETY. 

AetioieS of Aoeeement made and enteied into the day of 

, in the year of our Lend one thousand eight bundled 

and , between the thee Dvrectois of the Guarantee 

Society, whose names aie here'unto svhsciibed, on the part and on behudf 

of the said Society of the fist part, and _of tliQ 

second pai t 

Whereas the said parties hereto of the second part have Preamble 
apphed to the said Guarantee Society for a guarantee to the 
extent of pounds, agamst any loss to be sus- 
tained by the said by or through any 

fiaud or dishonesty of of 

while employed by the said m the capa- 
city of . And the said society have 

agreed to entei mto such Guarantee accoidmgly, on the teims 
and subject to the iirovisions and conditions heiem contained 
and hereunder wiitten How these presents ’witness, that m Considera- 

consideration of the iiremises, and of the sum of 

paid on behalf of the said as a premium 

for such guaiantee fiom the day of 

* Fiom ‘ Notes of a Bookworm ’ 
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■until -the day of , one thousand 

eight hundred and ^ both inclusive^ being one 

Guai antes year and part of another year , It is hereby agreed and de- 

claiedj that from the said day of_ 

to the last day of and thence for one year, 

. videlicet to the last day of , one thousand eight 

hundred and inelusiTe, and for every succes- 

sive teim of twelve calendar months for and m respect of 

winch the premium of shall be paid to the said 

society, and the said society shall agree to accept the same 

(such payment to be made on the last day of 

in each year, or withm fifteen days thereafter, at the office 
of the Guarantee Society) durmg the service of the said 

m the capacity aforesaid, the funds and 

property of the said society shall, on the terms and subject to 
the piovisions and conditions herein contained and hereunder 
written, which are to be taken as pait of this agreement, and 
subject also to the provisions of the deed of settlement of 
the said society, be hable to pay and satisfy unto the said 

at the expiration of three calendar 

months after satisfactory proofs and full particulars of the 
loss, and of the natine and extent thereof (verified, if the said 
society shall so reqiure, by declaration undei the statute of 
5 & 6 Wm rV c 62), shall have been received at tb^ office of 

the said society All such loss not exceeding 

pounds (provided such loss shall have happened witlun 
eighteen calendar months next preceding the receipt of such 

proofs and paaticulars) as the said may 

sustain from any fraud or dishonesty of the said 

to be committed after the said day of 

and durmg his uninterrupted continuance m 

Notice of the said service m the capaei-ty aforesaid Pro-vided always 
gmn mthin Within ten days after 

ten days -fche discovery of any matter m respect of which any claim may 
be iiytended to be made, give notice, m wilting, at the office of 
the Guarantee Society, of such mtended claim, and as far as 
the case will admit, of all the particulars thereof, and from 
and after such discovery, the guarantee heiem contamed shall, 
as to loss by any act of fraud or dishonesty subsequent to such 
seomity discovery, be at an end Provided also, and it is hereby agreed, 

tniie'funds° fonds and property of the said society for the time 

and property bemg remaining undisposed of, and mapplicable to prior 
after clauns and demands, accordmg to the provisions of the said 
'^rior'ciaims Settlement, shall alone be subject to any claim m 

respect hereof, and that neither any diioctoi executmg these 
presents, nor any proprietor or holder of shares in the capital 
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of the said society, shall be indiTidtially hable in respect of any 
such claim, or tinder this agreement, beyond so mneh of the 
amoimt of the shaies then held by him or her m the said 
capital, and not subject to prior claims and demands, as shall 
not for the tune being haye been paid up Provided also, and Society to 

it IS hereby agreed and declared, that the said to pio^eme 

shall, in case of making, any such claim m -writing as aforesaid, 
forthwith, upon bemg required by the said society, when 

lawful, arrest the said for any offence or 

offences that he may have committed, in lespect of which such 
claim shall have arisen, and personally appear upon any 

examination or exammations of Ihe said 

and at his trial , and in that case the said society shall be at 
hberty, at their own costs and charges, to cairy on any prose- 
cution or prosecutions for such offence or offences, and to 
commence and carry on, in such name or names as they may 
be advised, and for then own benefit, any actions, suits, or 

other proceedmgs against the said foi 

the recovery of any moneys or chattels lost by his fraud or 

dishonosty, oi for damages in respect tliereof, 

being hereby indemnified agamst all costs, charges, damages, 
and expenses in respect of such prosecutions or other pro- 
ceedmgs And it IS further agreed and declared, that when Any pay- 
any such loss shall have been satisfied by or on behalf of the “cminrof 
said society, an indorsement m satisfaction of all claims shall 
be made hereon, and signed by the person or persons to whom endorsed ° 
the amount of such loss shall be paid or satisfied, and there- tS 
upon these presents shall be given up to and for the benefit of sents given 
the said society, to be of no further force or effect against sooieV * 
them In -witness whereof, the said parties hereto have here- 
unto subscribed their names the day and year first above 
written 

Witness to the signatiores of 
the three directors 


Witness to the signatures of 
above named. 


CONumONS OB' ASSUEANCE 

In the event of any loss for which the society shall be hable, such loss 
shall be borne by the society, rateably only, and in common with any 
other person or persons who have already, or shall hereafter during the 
contmuance of this guarantee, become security for the said 

m the service or employment above mentioned, according 

to the amormt for which each shall be guarantee 
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Tlie above agreement is subject to the condition that the answers 

which have been given and signed by the said 

and by the said to the questions lettered from 

A to 1, both mclusive^ submitted by the society^ and contained m a papei 

called “Form of Proposal for Guarantee/’ and dated 

are na all respects true and correct, otherwise the said agreement to be 
void 

That no premium shall be returned under any cu-cumstanees after 
the signing of the above agreement 
Exarmmd and registered 

XXI — Government Annuities. 

The followmg is the Government Table, and shows the sum reqmred 
to be paid for an Immediate Anniuty of Twenty pounds, and m propor- 
tion for any sum not less than U nor exceeding 80Z. per annum 



AGE 


£ 

8. 

d 


age. 


£ 

8 

d 

If 15 and under 16 

377 

15 

6 

If 48 and under 49 

271 

0 

4 

16 


17 

374 

4 

1 

49 


50 

265 

1 

4 

17 


18 

370 

16 

7 

50 


51 

259 

0 

4 

18 


19 

367 

14 

6 

51 


52 

252 

18 

11 

19 


20 

364 

19 

11 

52 


63 

247 

1 

8 

20 


21 

362 

12 

2 

53 


54 

241 

5 

11 

21 

1) 

22 

360 

10 

5 

54 

77 

65 

235 

12 

7 

22 


23 

359 

0 

4 

55 


56 

230 

1 

5 

23 


24 

357 

12 

6 

56 


57 

224 

11 

8 

24 


25 

356 

4 

7 

57 


58 

219 

3 

8 

25 


26 

354 

15 

3 

58 


59 

213 

15 

9 

26 


27 

353 

3 

0 

59 


GO 

208 

6 

2 

27 

„ 

28 

351 

1 

8 

60 


61 

202 

14 

4 

28 


29 

348 

17 

1 

61 


62 

196 

17 

5 

29 

« 

30 

346 

9 

5 

62 


63 

190 

14 

11 

30 

„ 

31 

343 

18 

10 

63 


64 

184 

8 

0 

31 


32 

341 

5 

5 

64 

» 

65 

178 

1 

0 

32 


33 

338 

9 

5 

65 


66 

171 

14 

2 

33 

JJ 

34 

335 

9 

11 

66 


67 

165 

7 

5 

34 


35 

332 

6 

9 

67 


68 

159 

9 

1 

35 


36 

328 

19 

11 

68 


69 

153 

12 

0 

36 


37 

325 

9 

11 

69 


70 

147 

16 

2 

37 


38 

321 

17 

7 

70 


71 

142 

2 

6 

38 

„ 

39 

318 

2 

11 

71 


72 

136 

11 

9 

39 

, 

40 

314 

6 

7 

72 


73 

131 

3 

7 

40 

„ 

41 

310 

7 

9 

73 


74 

125 

14 

8 

41 


42 

306 

5 

10 

74 


75 

120 

1 

5 

42 


43 

301 

18 

6 

75 

11 

76 

114 

4 

7 

43 


44 

297 

7 

10 

76 


77 

108 

4 

3 

44 


45 

292 

12 

6 

77 


78 1 

101 

7 

5 

45 


46 

287 

12 

6 

78 

f> 

79 

94 

11 

10 

46 


47 

282 

7 

10 

79 


80 ! 

88 

1 

10 

47 


48 

276 

16 

0 

80 or 

any greater age 

81 

14 

10 


Anmuties on the above terms are granted by the Savings Banks 
By the Act 10 Geo IV. c 24, the Commissioners for the Beduction of 
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the National Debt are empoweied to grant life annuities and armnities 
for terms of years The terms yary according to the price of Stocks 
Tables can be obtamed on appbcation at the National Debt OfELcej Old 
Jewry, London 


YYTT — QomparaUve Yxm of the Exipeetation of Life acmding to the 
different Tables of Mm tality 


Age 

STorthampton 

Carlisle 

Government 

Male 

Annuitants 

Female 

0 

25-18 

38-72 

50-16 

55 

51 

1 

82 74 

44-68 

50 13 

55 

59 

5 

40 84 

51 25 

48 93 

54 

23 

10 

39-78 

48 82 

45 57 

51 

05 

15 

36 51 

45 00 

41 76 

47 

19 

20 

33 43 

41-46 

38-39 

43 

-99 

25 

30-85 

37 86 

35-00 

40 

81 

30 

28 27 

34 34 

33 17 

37 

57 

31 

27-76 

33-68 

32 59 

36 

91 

32 

27 24 

33 03 

32 00 

86 

20 

33 

26 72 

32 36 

31 40 

35 

61 

34 

26 20 

31 68 

30 79 

34 

96 

35 

25 68 

31 00 

30 17 

34 

31 

3(3 

25 16 

30 32 

29 54 

33 

68 

37 

24 64 

29 04 

28 91 

83 

04 

38 

24 12 

28-96 

28 28 

32 

40 

39 

23 60 

28-28 

27 65 

31 

76 

40 

23 08 

1 27 61 

27 02 

31 

12 

41 

22 56 

26 97 

26 39 

30 

46 

42 

22 04 

26 84 

25 74 

29 

81 

43 

21 54 

25 71 

25 08 

29 

14 

44 

21 03 

25 09 

24 42 

28 

48 

45 

20 52 

24 46 

23-75 

27 

81 

50 

17-99 

21 11 

20 30 

24 

35 

55 

15-58 

17 58 

i 17-15 

20 

79 

GO 

13 21 

14 34 

1 14-39 

17 

32 

65 

10 88 

11 79 

11-63 

14- 

00 

70 

8-60 

9 18 

9-22 

10 

99 

75 

6 54 

7 01 

7 12 

8- 

46 

80 

4 75 

5-51 

4 94 

6 

50 

85 

3-37 

4-12 

3-12 

4- 

84 

90 

2-41 

3-28 

1 95 

2 

83 

95 

0 75 

3 53 

1-18 

1 

55 

100 


2-28 


0 

50 
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XXin. — A Table indicating the rate per cent , yielded by Shares or Stochs, 
at their Market Pi ices 


ice of 
Stock 
e 











WHEN THE 











BATE OF DIVIDEND DECLARED UPON EACH SHARE 
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2 per 

2ipei 

3 per 

3iper 

4 per 

per 

5 per 

' si per 

1 6pe 

r 

as 

Cent 

Cent 

Cent 

Cent 

Cent 

(^nt 

Cent 


Cent 


Cent 

£ 

£ 


d 

£ s 

d 

£ 


d 

£ 


d 

£ s 

d 

£ s 

a 

£ 

s 

d 

£ s 

d 

£ s 

d 

60 

i 

0 
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6 0 

( 
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C 

7 

0 

( 

8 0 

t 

9 0 

( 

10 
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( 

11 0 

( 

12 0 

0 

61 

3 

18 

6 

4 18 
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6 17 

7 

6 

17 

£ 

7 16 

1( 

8 16 

5 

9 

16 

( 

10 16 

£ 

11 15 

2 

62 

3 

16 

11 

4 16 

] 

5 15 

4 

6 

14 

7 

7 13 1( 

8 13 

( 

9 

12 


10 11 

f 

11 10 

9 

53 

3 

16 

5 

4 14 


6 13 

2 

6 

12 

( 

7 10 11 

8 9 

S 

9 

8 

i 

10 7 


11 6 

4 

61 

3 

14 

{ 

4 12 


5 H 

1 

6 

9 

7 

7 8 


8 6 

£ 

9 

5 

2 

10 3 

£ 

11 2 

2 

65 

3 

12 

f 

4 10 

1( 

5 

9 

1 

G 

7 


7 6 

6 

8 3 

7 

9 

1 

£ 

10 0 

( 

10 18 

2 

56 

3 

11 

6 

4 9 

£ 

6 

7 

1 

6 

6 

0 

7 2 1( 

8 0 

£ 

8 

18 

0 

9 16 

5 

10 1*4 

3 

51 

3 

10 

2 

4 7 

£ 

5 

5 

S 

6 

2 

fl 

7 0 

4 

7 17 

1( 

8 

15 

5 

9 12 

11 

10 10 

6 

63 

3 

8 

11 

4 6 

2 

5 

3 

5 

6 

0 


6 17 11 

7 15 

2 

8 

12 

4 

9 9 

7 

10 6 10 

69 

3 

7 

Si 

4 4 

8 

5 

1 

8 

5 

18 

7 

6 16 

1 

7 12 

6 

8 

9 

5 

9 6 

6 

10 3 

4 

60 

3 

6 

8 

4 3 

4 

5 

0 

t 

5 

16 

8 

6 13 

4 

7 10 

( 

8 

G 

£ 

9 3 

4 

10 0 

0 

61 

3 

6 

6 

4 1 

11 

4 18 

4 

6 

14 

£ 

6 11 

1 

7 7 

6 

8 

3 

1] 

9 0 

£ 

9 16 

8 

62 

3 

4 

6 

4 0 

7 

4 

16 

B 

5 

12 10 

6 9 

C 

1 5 
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8 

1 


8 17 

5 

9 13 

6 

63 

3 

3 

6 

3 19 

4 

4 15 

2 

6 

11 

1 

6 6 

11 

1 2 

1( 

7 

18 


8 14 


9 10 

6 

64 

3 

2 

6 

3 18 

1 

4 

13 

9 

6 

9 


6 6 

0 

1 0 

7 

7 

16 

£ 

8 11 

It 

9 7 

6 

65 

3 

1 

6 

3 16 

11 

4 

12 

a 

6 

7 


6 3 

0 

6 18 

6 

7 

13 

1( 

8 9 

2 

9 4 

7 

66 

3 

0 

7 

3 16 
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4 

10 

10 

6 

6 

C 

6 1 

2 

6 16 

4 

7 

11 


8 6 

£ 

9 1 

9 

51 

2 

19 

8 

3 14 

7 

4 

9 

6 

6 

4 

5 

6 19 

4 

6 14 

c 

7 

9 
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8 4 

2 

8 19 

1 

68 

2 

18 

S 

3 13 

6 

4 

8 

2 

6 

2 

11 

6 17 

7 

6 12 

4 

7 

7 

( 

8 1 

£ 

8 16 

6 

69 

2 

17 

11 

3 12 

5 


6 

11 

5 

1 

6 

5 16 

11 

6 10 

5 

7 

4 

11 

7 19 

6 

8 13 10 

15 

2 17 

1 

3 11 

6 

4 

5 

8 

5 

0 


6 14 

a 

6 8 

6 

7 

2 

It 

7 17 


8 11 

6 

11 

2 16 


3 10 

6 

4 

4 

6 

4 

18 

7 

6 12 


6 6 

9 

7 

0 

11 

7 14 

11 

8 9 

0 

12 

2 15 

6 

3 9 

6 

4 

3 

4 

4 

17 

2 

6 11 

1 

6 6 

0 

6 

18 

It 

7 12 

E 

8 6 

8 

13 

2 14 

9 

3 8 

6 

4 

3 

2 

4 

16 

10 

6 9 

7 

6 3 

3 

6 

10 

n 

7 10 

S 

8 4 

4 
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2 14 

C 

3 7 

6 

4 

1 

0 

4 

14 

7 

6 8 

1 

6 1 

7 

6 

15 


7 8 

1 

8 2 

1 

15 

2 13 


3 6 

£ 

4 

0 

0 

4 

13 

4 

6 6 


6 0 

0 

6 

13 


7 6 

6 

8 0 

0 

16 

2 12 

7 

3 5 

£ 

3 

18 

11 

4 

12 

1 

6 5 


6 18 

6 

6 

11 


7 4 

S 

7 17 10 

11 

2 11 

11 

3 4 

11 

3 17 

11 

4 10 10 

6 3 

10 

5 16 

10 

6 

9 

It 

7 2 
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7 16 

10 

is 

2 11 

8 

3 4 

1 

3 16 

11 

4 

9 

8 
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6 

8 15 


6 

8 


7 1 

0 

7 13 10 

19 

2 10 

7 

3 3 


3 15 

11 

4 

8 

7 

8 1 

3 

5 13 11 

6 

6 


6 19 

2 

7 11 

10 

80 

2 10 

0! 

3 2 

6 

3 16 

0 

4 

7 

6 

5 0 

0 

5 12 

6 

6 

6 

0 

6 17 

6 

7 10 

0 

81 

2 

9 

4 

3 1 

8 

3 14 

0 

4 

6 

5 

4 18 

9 

6 11 


6 

3 

5 

6 16 

9 

7 8 

1 

82 

2 
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9 

3 0 11 

3 13 

2 

4 

6 

4 

4 17 

6 

6 9 

9 

6 

1 

11 

6 14 

1 

7 6 

4 


2 

8 

2 

3 0 

2 

3 13 


4 

4 


4 16 

4 

6 8 

5 

6 

0 
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6 

7 4 

e 

Si 

2 

7 

7 

2 19 

6 

3 11 

5 


3 


4 16 

2 
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6 

19 
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11 
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85 

2 

7 

0 

2 18 

9 

3 10 

7 

4 

2 

4 

4 14 

1 
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10 

6 

17 
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7 1 

2 



6 

6 

2 18 

1 

3 

9 


4 

1 

4 
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0 

5 4 

7 

6 

16 


6 7 

10 

6 19 

6 

87 

2 

5 

11 

2 17 


3 

S 

11 

4 

0 

5 

4 11 

11 

6 3 

6 

6 

14 

11 

6 6 

6 
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2 

6 

5 

2 16 

£ 

3 

8 

2 

3 19 

6 
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10 

5 2 

3 

6 

13 
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0 
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4 
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4 

11 
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3 

7 
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7 

4 9 

10 
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1 
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9 
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5 
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3 

6 

8 
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9 
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10 
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0 
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11 

1 
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2 

3 

11 
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11 

3 

6 

11 
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10 

4 18 

10 

5 

9 

10 
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5 

2 14 

4 

3 

6 

2 

3 16 

1 

4 6 11 

4 17 

9 

5 

8 

8 

6 19 

6 

6 10 

5 

93 

2 

3 

0 

2 13 

9 

3 

4 

6 

3 15 

3 

4 6 

0 

4 Ifa 

9 

5 

7 

6 

6 18 

3 

6 9 

0 

94 

2 

2 

6 

2 13 

2 

3 

3 

9 

3 14 

6 

4 6 

1 

4 15 

8 

6 

6 

4 

6 17 

0 
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95 

2 

2 

1 

2 12 

7 

3 

3 

1 

3 13 

8 

4 4 

2 

4 14 

8 

5 

5 

3 
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3 


2 

1 

8 

2 12 

1 

3 

2 

6 

3 12 11 

4 3 

4 

4 13 

9 

6 

4 

2 

6 14 

7 

6 5 

0 

97 

2 

1 

2 

2 11 

6 

3 


10 

3 12 

1 

4 2 

6 

4 12 

9 

5 

3 

1 

6 13 


6 3 


98 

2 

0 

9 

2 11 

0 

3 

1 

2 

3 11 

6 

4 1 

7 

4 11 

10 

5 
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0 

5 12 

2 

6 2 

5 

99 

2 

0 

4 

2 10 

6 

3 

0 

7 

3 10 

8 

4 0 

9 

4 10 10 

6 

1 

0 

5 11 

1 

6 1 

2 

100 

2 

0 

0 

2 10 

0 

3 

0 

0 

3 10 


4 0 


4 10 

1 

5 

0 

0 

6 10 

0 

6 0 

0 


Explanation —If it lie wished to ascertain how much mcome per annum will he obtained 
per £100, mvested in Consols, purchased at 91, in a line with 91, under the b o ndin g 3 per 
Cent , will be seen, “£3 6<t lid ,” which is the answer 
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XXIV — Settlements at the Clearing-home. 

If a bank owes money to the Clearing-house, the settle- 
ment is made by a cheque in the following form on the Bank 
of England : — 

(No 1.) 

SETTLEMENT AT THE OLEAEING-HOHSE 

London, 18 

To the Cashiers of the Bank of England, 

Be pleased to teansfeb from our Account the sum of 

and place it to the credit of the Account of the Clearing Bankers, and 
allow it to he drawn for, by any of them (with the Imowlodge of either 
of the Inspectors, signified by his countersigmng the Liafts) 

£ 


For which the bank signs the following certificate • — 

(No 2) 

SETTLEMENT AT THE CLEABING-HOHSE 
Bank of England, 

A Tbansfee for the sum of 


_18 


has this eTenmg been made at tlie Bank, from the accormt of Messrs 
to the Account of the Clearing 


Bankers. 
£ 


Eor the Bank of England, 


This Certificate has been seen by me, 
iTispector 
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If a bank has to receive money from the Oleaiing-house, 
the settlement is made in the following form addressed to 
the Bank of England • — 


(No 3.) 

SETTLEMENT AT THE CLEAEING-HOUSE 

London, __18 

To the Cashiers of the Bank of Enolani), 

Be pleased to oeeidit our Accorait the Stun of 


out of the money at the credit of the account of the Gloai’ing Bankers 
£ 


Seen hy me, 

Ins;pector at the Olearing-house 

For which the Bank gives the following certificate 

(No. 4) 

SETTLEMENT AT THE CLEARING-HOUSE 
Bank oi’ England, 

The account of Messrs 

has this evening been obedited with the Sum of.^ 


18 


out of the money at the credit of the account of the Clearing Bankers 
Eor the Bank of England, 


To distinguish readily these forms from each other, JSTos. 
1 and 2 are on white paper, Nos. 3 and 4 on green. 
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ANNO DECIMO OOTATO & DEOIMO NONO VICTOEIAS HEGIN^. 
Oaf. lxyii. 


An Act to facilitate the Kemedies on Bills of Exchange and 
Promissory Notes by the Prevention of frivolous or ficti- 
tious Defences to Actions thereon. 

[28rd Julij, 1855 ] 

WebbeA-S 5ond fide holders of dishonoured Bills of Exchange and Pro- 
missory Notes are often unjustly delayed and put to unnecessary ex- 
pense mrecovermg the amount thoieof by reason of frivolous or fictitious 
defences to actions thereon, and it is esqpedient that greater facilities 
than now exist should be given foi the recovery of money due on such 
bills and notes Be it enacted by the Queen’s Most Excellent Majesty, 
by and with the advice and consent of the Lords spiritual and temporal, 
and Commons, m this present Parliament assembled, and by authority 
of the same, as follows 

From Oct. 24, 1855, all Actions upon Bills of Exchange, &c , may he hy 
Writ of Summons as Form in Schedule A, Plaintiff on filing Affidavit 
of personal Service, may at once sign final Judgment, as Form in 
Schedule B. 

I Piom and after the Twenty-fourth day of October, One thousand 
eight hundred and fifty-five, all actions upon Bills of Exchange or 
Promissory Notes commenced withm six months after the same shah, 
have become due and payable, may be by writ of summons in the 
special foim contamed m Schedule A. to this Act annexed, and mdorsed 
as therem mentioned , and it shall be lawful for the plamtaff, on filing 
an affidavit of personal service of such writ withm the jurisdiction of 
the court, or an order for leave to proceed, as piovided by the Co mm on 
Law Procedure Act, 1852, and a copy of the writ of summons, and the 
indorsements thereon, m case the defendant shall not have obtained 
VOL. I. 2 A 
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leave to appear and have appeared to such "writ according to the 
exigency thereofj at once to sign final judgment in the form contamed 
m Schedule B to this Act annexed (on which judgment no proceecWg 
in error shall he) for any sum not exceedmg the sum mdoised on the 
writ, together with mterest, at the rate specified (if any), to the date of 
the judgment, and a sum for costs to he fixed by the masters of the 
superior courts or any three of them, subject to the approval of the 
j'udges thereof or any eight of them (of whom the Lord Chief Justices 
and the Lord Chief Baron shall be three), unless the xfiamtiff claim more 
than such fixed sum, m which case the costs shall he taxed m the 
ordmary way, and the plamttff may upon such judgment issue execution 
forthwith. 

Defendant sJioioing a Defence tijpoa the Merits to have Leave to appear. 

II A j'udge of any of the said courts shall, upon apphcation within 
the penod of twelve days from such service, give leave to appear to 
such writ, and to defend the action, on the defendant paymg into court 
the sum mdorsed on the writ, or upon afiidavits satisfactory to the 
judge, which disclose a legal or equitable defence, or such facts as 
would make it mcumbent on the holder to piovo consideration, or such 
other facts as the judge may deem sufficient to support the application, 
and on such terms as to secmity or otherwise as to the judge may 
seem fit 

Judge may, under special Gii cumstances, set aside Judgment, 

III After judgment, the Court or a judge may, under special cncum- 
stances, set aside the judgment, and, if necessary, stay or set aside 
execution, and may give leave to appear to the writ, and to defend the 
action, if it shall appear to be leasonable to the court or judge so to do 
and on such terms as to the Court or judge may seem j'ust. 

Judge may order Bill to he deposited with Officer of Gourt in 
c&rtain Gases 

IV. In any proceedmgs under this Act it shall be competent to the 
Court or a judge to oidoi the bill or note sought to be proceeded upon 
to be forthwith deposited with an officer of the court, and further to 
order that all proceedmgs shall be stayed until the plaintiff shall have 
given security for the costs thereof. 

Remedy for the Recovery of Expenses of noting Non-acceptance of 
dishonoured BiU. 

V The holder of every dishonoured bill of exchange or promissory 
note shall have the same remedies for the recovery of the expenses 
incurred in notmg the same for non-acceptance or non-jiaymcnt, or 
otherwise, by reason of such dishonom*, as he has under tins Act for the 
recovery of the amount of such bill or note. 
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Holder of Bill of Eorcliange may issue One Summons against all or any of 
the PaitiLs to the Bill, 

VI The holder of any hill of exchange or promissory note may, if he 
thinh fit, issue one rmt of summons, according to tliis Act, against all 
or any number of the parties to such bill or note, and such mit of 
summons shall bo the commencement of an action or actions agamst the 
parties therein named respectively, and all subsequent proceedings 
against such respective parties shall be in hke manner, so far as may be, 
as if separate writs of summons had been issued 

Common Law Piocedure Acts and Bides incorporated, with this Act. 

Yn The provisions of the Common Law Procedure Act, 1852, and 
the Common Law Procedure Act, 1854, and all rules made imder or by 
virtue of either of the said Acts, shall, so far as the same are or may be 
made applicable, extend and apply to all proceodmgs to be had or taken 
under this Act «* 

Act to apply to Courts of Common Pleas, Lancaster and Durham, 

Yin The provisions of tins Act shall apply, as near as may be, to 
the Court of Common Pleas at Lancaster and the Court of Pleas at 
Dmham, and the judges of such courts, bemg judges of one of the 
superior Courts of Common Law at 'Westmmster, shall have power to 
frame all rules and process necessary thereto. 

Uei Majesty may direct Act to apply to Cowts of Becoid in England 
and Wales. 

IX. It shall be lawful for her Majesty from tune to time, by an order 
m council, to direct that aU or any part of the provisions of tins Act 
shall apply to aU or any court or courts of record m England and Wales, 
and within one month after such order shall have been made and pub- 
hshed in the London Gazette such provisions shaU extend and apply m 
manner directed by such order, and any such order may be, m hke 
manner, from time to tune altered and annulled,- and m and by any 
such order her Maj'esty may direct by whom any powers or duties mci- 
dent to the provisions applied under this Act shall and may he exercised 
with lespect to matters m such court or courts, and may make any 
orders or regulations which may he deemed requisite for carrying into 
operation in snch court or courte the provisions so apphed 

Extent of Act. 

X. Nothmg in this Act shall extend to Ireland or Scotland 

Short Title. 

XI In citing this Act in any mstrnment, doenment, or proceeding, it 
shall ho sufficient to use the expression, “ The Summaiy Procedure on 
Bills of Exchange Act, 1855.” 
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Schedules referred to in tlie foregoing Act. 


ViOTom, by the grace of God, &c. 

To O'. D , of , m the comity of . We warn 

yon. That nnless within twelve days after the service of this writ on 
yon, inclnsive of the day of snch service, yon obtain leave from one of 
the judges of the Comits at Westminster to appear, and do within that 
time appear m onr OomH} of in an action at the smt of 

A, B.y the said A. JB. may proceed to judgment and execution 
Witness, &c. 


Memorandum to be subscnhed on the Writ. 

^ B —This writ is to be served within six calendar months from the 
date hereof, or if renewed, from the date of snch renewal, inclnclmg the 
day of such date, and not afterwards. 

Indorsement to be made on the Wnt before Service thereof. 

This writ was issued by JE F., of , attorney for the 

plamtiff. Or, This writ was issued m person by A. who lesides at 
[mention the city, town, or parish, and also the name of the hamlet, street, 
and number of the house of the plaintiff's resvdence\. 

Indorsement 

The plaintiff claims [ pounds principal and interest], 

or pounds balance of principal and interest due to him as 

the payee [or mdorsee] of a bill of exchange or promissory note, of which 
the followmg is a copy — 

[Here copy bill of exclumge or promissory note, and all indorsements 
upon itl 

And if the amount thereof be paid to the plaintiff or his attorney 
within days from the service hereof, further proceedmgs 

wiU be stayed 

NoTiaE 

Take notice, That if the defendant do not obtain leave from one of the 
judges of the courts within twelve days after havmg been served with 
this writ, mclusive of the day of such service, to appear thereto, and do 
withm such time cause an appeaiance to be entered for him in the 
court out of which this wnt issues, the plamtiff will be at hberty at any 
tune after the expiration of such twelve days to sign iinal judgment for 
any sum not exceedmg the sum above claimed, and the sum of 
pounds for costs, and issue execution for the same. 
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Leave to appear may be obtained on an appbcation at tbe Judges’ 
CbamberSj Serjeants’ Inn, London, supported by affidavit, showmg that 
there is a defence to tbe action on the merits, or that it is reasonable 
that the defendant should be allowed to appear m the action 

Indorsement to he made on the Wr%t after Service thereof. 

This writ was served by X X on L M (the defendant or the de- 
fendants), on Monday the day of 18 , 

By X Y. 


B 

In the Queen’s Bench. 

On the day of in the year of our Lord 

18 \I)o>y of signing Judgmenf\. 

Englanb (to wit), .i B m his own person [or by his 

attorney] sued out a writ against G D , mdorsed as follows — 

[llere copy indorsement qf Plaintiff’s Claim,'] 
and the said 0 B has not appeared; 

Therefore it is considered that the said A B. recover against the 
said G B. pounds, together with pounds for 

• costs of suit 


ANNO DECIMO OCTAVO & BEOIMO NONO YIOTOBI^ BECINiEl. 
Gap. oxxsin. 

An Act for Limiting the Liability of Members of certain 
Joint-stock Companies. 

\im August, m6] 

W he reas it is expedient to enable members of joint-stock companies 
to limit the habihty for the debts and engagements of such companies 
to which they are now subject be it therefore enacted by the Queen’s 
Most Excellent Majesty, by and with the advice and consent of the 
Lords spiritual and temporal, and Commons, in this present Parhament 
assembled, and by the authority of the same, as follows . 

Mode of obtaining Limited Inability hy future Companies, 

I Any jomt-stock company to be formed under the Act of the eighth 
year of her Majesty, chapter one hundred and ten (other than an 
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assurance company), 'with, a capital to be divided into shares of a 
nominal value of not loss than ten pounds cacli,may obtain a certificate of 
complete regLstration mth limited bability upon complying with ’the 
conditions following, m addition to domg all other matters and things 
now req^inxed m order to obtain a certificate of complete registration , 
that is to say, 

(1.) The promoters shall state on their returns to the office for 
provisional registration that such company is proposed to be 
formed with limited habihty 

(2 ) The word " hmited ” shall be the last word of the name of the 
company . 

(3 ) The deed of settlement shall contain a statement to the effect 
that the company is formed with hmited habihty * 

(4.) The deed of settlement sliall be executed by shaieholders, not 
less than twenty-five in number, holding shares to the 
amount in the aggregate of at least three-fourths of the 
nominal capital of the comiiany, and there shall have been 
paid up by each of such shaieholders on account of his shares 
not less than twenty pounds per centum : 

(5 ) The payment of the above per-centago shall bo acknowledged 
IE or indorsed on the deed of settlement, and the fact of the 
same having been bond fide so paid shall be verified by a 
declaration of the promoters, or any two of them, made * 
m iDtirsuance of the Act made m the sixth year of the reign 
of his late Majesty Kmg Wilham the Fourth, chapter 
sixty-two 

And upon such conditions bemg comphed with, and such other matters 
and things done, the Eegistrar of Jomt-stock Companies shall grant 
a certificate of complete registration with limited habihty to such 
company. 

Mode of dbtaimng Limited Lidbihty by Companies now or hereafter 
registered. 

II. Any jomt-stock: company, except as aforesaid, now or hereafter 
completely registered under the said act of the eighth year of her 
Majesty, may obtain a cerMcate of complete registration with limited 
habihty, m manner and subject to the condition followmg, that is 
to say. 

The directors of such company may, with the consent of at least 
three-fourths m number and value of ite shareholders who may 
be present, personally or by proxy, at any general meeting sum- 
moned for that purpose, make such alteration in the name, 
nommal value of shares, and deed of settlement of the company 
as may be necessary for enabhng it to comply with the conditions 
hereinbefore mentioned with respect to jomt-stock compaiues 
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seeking to olbtam cerMcates of complete registration with limited 
hahility , and upon compliance with snch conditions the registrar, 
after the affans of the company shall at the expense of the 
company have been audited by some person appomted by the 
Boaid of Trade, and on coiMcate from the said Board that the 
complete solvency thereof has been estahhshed on such audit to 
its satisfaction, shall grant to such company, by its new name, a 
certificate of complete registration with limited liability, and 
thereupon all privileges and obligations hereby attached to com- 
pames with limited habihty, their shareholders, dnnctors, and 
officers, shall attach to the company named m such certificate, its 
shareholders, directors, and offi-cers 

Mode of obtaining Limited Liohility by existing Qompanies constituted 
under Private Acts of Parliament. 

in imy jointrstock company, except as aforesaid, constituted under 
any private act of Parhament, whereof it shall be proved to the satis- 
faction of the Board of Trade, after the affairs of the company shall, at 
the expense of the company, have been audited by some person 
appomted by the Boaid of Trade, that the said company is perfectly 
solvent, and that not less than twenty ^er centum of three-fomths of 
the nommal capital of such comjiany has been paid uj), may obtain a 
certificate of complete registration with hmited habihty, m mannei and 
subject to the condition following, that is to say. 

The directors of such company may, with the consent of at least 
thi’ee-fourths m number and value of its shaieholdeis who may 
be present, personally or by proxy, at any general meetmg sum- 
moned for that purpose, make such alteration in the name and 
nommal value of shares, as may be necessary for enablmg it to 
comply with the condition m that behalf herembefore mentioned 
with respect to jomt-stock compames seeking to obtain certificates 
of complete registration with limited habihty; and upon com- 
pliance with such condition the registrar, on receipt of a certi- 
ficate of the solvency of the company, and of the payment of 
capital as before mentioned, shall grant to such company, by its 
new name, a certificate of complete registration with hmited 
liability, and thereupon all privileges and obligations hereby 

) attached to companies with hmited habihty, them shareholders, 
directors, and officers, shall attach to the company named m such 
certificate, its shareholders, dnectors, and officers. 

Regulations to be observed on Complete Registration with Limited 
Liability 

IV Every company that has obtamed a certificate of complete regis- 
tration with limited habihty shall pamt or affix, and shall keep painted 
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or affixed, its name on the outside of every office or place in ■which the 
husmess of the company is earned on, in a conspicuous position, m 
letters easily legible, and shall have its name engiaven in legible 
ohaiacters on its seal, and shall have its name mentioned m legible 
characters in all notices, advertisements, and other official pubhcations 
of such company, and m all bills of exchange, promissory notes, cheques, 
orders for money, bills of parcels, mvoices, receipts, letters, and other 
writings used m the transaction of the busmess of the company. 

Fmcdties to le inJl%ctedfor non-observaTice of such Begulations. 

T If such company do not pamt or affix, and keep painted or affixed, 
its name, m the manner aforesaid, each of the directors thereof shall be 
hable to a penalty not exceedmg five pounds foi not so pamting oi 
affixing its name, and for eveiy day durmg which such name is not so 
kept pamted or affixed; and if any director or other officer of the 
company, or any person on its behalf, use any seal purportmg to be a 
seal of •die company whereon its name is not so engraven as aforesaid, 
or issue or authorise the issue of any notice, advertisement, or other 
official pubhcation of such company, or of any biU of exchange, pro- 
missory note, cheque, order for money, bill of parcels, mvoice, re- 
ceipt, letter, and other wiitmg used m the transaction of the business 
of the company, wherem its name is not mentioned in the mannei afore- 
said, he shall be liable to a penalty of fifty pounds, and shall further be 
personally hable to the holder of any such bill of exchange, promissory 
note, cheque, or order for money, for the amount thereof unless the 
same shall be duly paid by the company. 

Eoery vacrease, in the nomvncd Oapitcd to he registered, und&i a Penalty, 

YI No mcrease to be made m the nommal capital of any company 
that has* obtained a certificate of complete registration with hmited 
liabihty shall be adv^tised or otherwise treated as part of the capital 
of such company, until it has been registered -with the registrar of 
Jomt-stock Compames , and no such registration shall be made unless 
a deed is produced to the registrar, executed by shareholders holding 
shares of the nommal value ot not less than ten pounds to the amount 
m the aggregate of at least three-fourths of the proposed increased 
capital of the company, nor unless it is proved to the registiai, by such 
acknowledgment and declaration as hereinafter mentioned, that upon 
each of such shares there has been paid up by the holder thereof an 
amount of not less than twenty potmds per centum ; and if any such 
mcrease of capital as aforesaid be advertised or otherwise treated as part 
of the capital of the company before the same has been so regis- 
tered, every director of such company shall incur a penalty of fifty 
po-unds , and the payment of the above per-centage shall be acknow- 
ledged in or endorsed on the deed so produced, and the fact of the same 
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having been lond fide so paid shall be verified by declaration of the 
directois, or any two of them, made in pursuance of the said act made 
in the sixth year of the reign of his late Majesty Kmg ‘William the 
Fourth, chapter sixty-two. 

Menibeis of certificated Qompames to he free ft <m Fersonal Liability. 

"Vn The members of a jomt-stoot company which has so obtained a 
certificate of complete registration with limited liability, after such 
certificate is granted, notwithstandmg the provisions contained m the 
said Act of the eighth year of her present Majesty, shall not be hable, 
under any judgment, decree, or order which shall be obtained against 
such company, or for any debt or engagement of such company, further 
or otherwise than is heremaffcer provided 

Effect of Execution against Compatvg, 

'V TTT If any execution, sequestration, or other process in the nature 
of execution, either at law or m eqmty, shall have been issued against 
the property or effects of the company, and if theie cannot be found 
s uffi cient whereon to levy or cnfoice such execution, sequestration, or 
other process, then such execution, sequestration, or other process may 
be issued against any of the shareholders to the extent of Lhe poitions of 
their shares respectively m the capital of the company not then paid up, 
but no shareholder shall be hable to pay m satisfaction of any one or 
more such execution, sequestration, or other process a greater sum than 
shall be equal to the portion of his shares not paid up piovided always, 
that no such execution shall issue agamst any shareholder except upon 
an order of the Court, or of a judge of the Court, m which the action, 
suit, or other proceeding shall have been brought oi instituted, and 
such Court or judge may order execution to issue accordmgly, with the 
reasonable costs of such appheabon, and execution to be taJId by a 
master of the said Court , and for the purpose of ascei taming the names 
of the shareholders, and the amount of capital remammg to be paid 
upon their respective shares, it shall be lawful for any person entitled 
to any such exeeutidn, at all reasonable tunes, to inspect the register of 
shareholders without fee. 

ff Dividends be made and Oorporatian insolvent, eadi Divectov consenting 
thereto liaMe, 

IX If the chrectors of any such ccanpany shall declare and pay any 
dividend when the company is known by them to be msolvent, or any 
dividend the payment of which would to their knowledge render it 
msolvent, they shall be jomtly and severally hable for all the debts of 
the company then existmg, and for all that shall be thereafter contracted, 
so long as they shall respectively continue m office , provided that the 
amount for which they shall all be so liable shall not exceed the amount 
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of such diTidend, and that if any of the directors shall be absent at the 
tune of makmg the dividend, or shall object thereto, and shall file tfieic 
objection m -writing -with the clerk of the company, they shall be 
exempted from the said hability 

JVbies of Shareholders not receivahle m Payment of Calls, Liability of each 
Officer consenting to a Loan to Shareholders 
X No note or obhgation giyen by any shaaeholder to the company 
■whereof he is a shareholder, whether secured by any pledge or other- 
■wise, shall be considered as payment of any money due from him on any 
share held by him, and no loan of money shall be made by any such 
company to any shareholder therein, and if any such loan shall be 
made to a shaieholder, the duectors who shall make it, or who shall 
assent thereto, shall be jointly and sewerally hable to the extent of such 
loan, and interest for all the debts of the company contracted before 
the repayment of the sum so lent. 

Rights of Greditois of existing Companies presei ved, 

XI. Where any company completely registered under the said Act of 
the eighth year of her present Majesty, or any company constituted 
under any Act of Parhament, shall obtain a certificate of complete 
registiation with limited liabdity, the grant of such certificate shall not 
prejudice oi affect any right which prewiously to the grant of such 
certificate has accrued to any cieditoi or othei person against the 
company in its corpoiate capacity, or agamst any person then being or 
havmg been a member of such company, but every such creditor or 
other person shall be entitled to all such remedies agamst the company 
m its corporate capacity, and against every person then being or having 
been a member of such company, as he would have been entitled to 
in case UcH certificate had not been obtamed. 

Change m the Name of a Company under the Act not to affect the Rights of 
the Company or othei Parties 

XII No alteration made by -virtue of this Act in the name of any 
company shall prejudice or affect any right which previously to such 
alteration has accrued to such company as against any other company 
or person, or which has accrued to any other company or person as 
agamst such company, but every such company as agamst any other 
company or person, and every other company or person as against such 
company and the members thereof, shall be entitled to all such remedies 
as they or he would have been entitled to if no such alteration had been 
made , and no such alteration shall abate or render defective any legal 
proceeding pending at tlie time when such altciation is made 
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Com^ames to le dtsi^olved and wound wp when three-fourths of the 
Capital lost 

XIII In the case of any company -which has ohtamed a ceitificate of 

limited habdity, wheneTerj on taking the yearly accounts of snch 
company^ or hy any leport of the auditors thereof, it appears that thiee- 
fouiths of the subscribed capital stock of the company has been lost, or 
has become unavailable in the course of tiade, fioin the insolvency of 
shareholders, or fiom any other cause, the tiadmg and business of such 
company shall foith-with cease, oi shall be carried on foi the sole purpose 
of -winduig up its atfaiis, and the directois of such company shall forth- 
with take proper steps for the dissolution of such company, and for the 
wmding up of its afikrs, either by petition to the Court of Chancery, or 
by exercise of the powers of the deed of settlemeut, or by such other 
lawful course as they may think most fit » 

Auditms to he appointed snh'ject to approval of Board of Trade 

XIV In cases where a certificate of registration with limited hability 
has been obtained, when one auditor only shall have been appomted 
undei the thirty-eighth section of the Act of the eighth of Victoria,, 
chapter one hundred and ten, that smgle auditor, and when two or more 
such auditors shall have been so appomted then one of such auditors 
shall be subject to the approval of the Boaid of Trade, and such Boaid 
in case the auditor submitted to them for approval shall for any reason 
appear unfit or objectionable shall appomt another m his place 

Recovery of Penalties 

XV Every pecuniary penalty unposod in pursuance of this Act 
shall be deemed a debt due to the Cro-vm, and shall be recoverable 
accordmgly 

Act to he taken as Part of 7 <& S Vict c 110 

XVI This Act shall, so far as is consistent with the contents and 
subject-matter thereof, be taken as part of and construed with the said 
Act of the eighth year of her present Majesty, chapter one hundred and 
ten, and the Act of tire eleventh year of her Majesty, chapter seventy- 
eight, and all the provisions of the said Acts, save in so far as they 
are varied by this Act, shall apply to persons and compames applymg 
for or obtaining a certificate of complete registration with hniited 
liability 


Provisions of7&^ Vict c 111, 11 <£ 12 Vict c 45, and 
12 it 13 Vict c 108, to apply to this Act 
XVII The provisions of the Act of the eighth year of her present 
Majesty, chapter one hundred and eleven, and ot the Joint-stock Com- 
panies Vbndmg-up Act, 1 848, and of the Joint-stock Companies Winding 
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up Ameudmeut Act, 1849, shall apply to persons and companion 
ohtammg a ceitificate of complete registration -with Innitod liability^ 
subject only to such variations as may be occasioned by the provision^ 
of this Act, 

Ajc,t not to apply to Scotland. 

XVIII This Act shall not apply to Scotland 

Title 

XIX This Act may be cited for all purposes as The Lmnieti 
Liability Act, 1855 ” 


FUETHEE ACTS OF PAELIAMENT 

1856 

19 ViOT c 22 — ^Banlcers’ Compositions Act 
19 & 20 „ c 25 —Drafts on Banlcers Act. 

„ „ c 47 — Jomt-stock Compames Act 

„ „ c 100 — Joint-stock Banks Act 

1857 

20 & 21 Yiot c 14 —Joint-stock Companies Act 

„ „ c 49 — ^Bankmg Act 

„ „ c. 54 — ^Fraudulent Trustees Act 

1858 

21 ViOT c 20 — Stamp Duty on Drafts Act. 

21 & 22 „ 0 60 — ^Joint-stock Companies Amendment Act 

„ „ c 79. — ^Drafts on Bankeis’ Law Amendment Act. 

i, „ c 91. — Jomt-stock Banking Companies Act 

1864. 

21 & 22 Vior. c. 32 — Bankmg Copartnerships Act 


END OP VOIi I. 
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